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human health care

The seript for aur “human
health care” logo was

taken from the signature of
Florence Nightingale. The
“humnan health care” concept
reflects our commitment te
viewing health ¢are not enly
from the standpoint of the
health care professional, but
also from that of the patient.
This commitment is inspired
by Florence Nightingale, who
devoted her lite to caring for
others, yet never lost sight of
the impnriance of listening to
her patients.
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Eisai Co., Ltd. has met the targets of all four of its Medium-term
Strategic plans since they were first introduced in the fiscal year
ended March 1988, most recently achieving the goals of its 4th
Medium-term Strategic Plan, the Millennium Plan, one year ahead of
schedule. We are now implementing our 5th Medium-term Strategic
Plan, the Dramatic Leap Plan. By strengthening R&D, developing our
oncology business unit, and building up our independent marketing
capabilities, we aim to accomplish the goals set out in our Dramatic
Leap Plan by the fiscal year ending March 31, 2012.

Working towards the achievement of our Dramatic Leap Plan, our
first priority will be to increase the benefits that health care provides,
based on our corporate vision of fulfilling the health care needs of the
world, while taking into consideration the desires of patients and their
families.

Above all, our goals remain the same - to improve the lives of
patients and their families through the discovery and supply of first-
in-class or best-in-class medicines and to generate value for share-
holders - and so continuing to exemplify our ideal of being a human
health care (hhc] company.

Achieved numerical

targets one year
ahead of schedule
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Qver a 19-year period, sales have increased fourfold,
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Note: Enterprise taxes in the past were included in
the category "Selling, general and administra-
tive expenses.” From the fiscal year ended
March 31, 1999, they are included in the cate-
gory “Income taxes-current” {o conform with
the accounting principles regarding disclo-
sures in conselidated financial staterments.
Certamn reclassifications have alse been made
in the previous data.




Ferward-Looking Statements and Risk Factors
Staternents and materials in this annual report include forward-
tooking staternents that are based on current assumptions regard-
ng forecasts, largets, assessments, expectations, and risks.
Theretfore, by their very nalure, such forward-lgoking statements
could be inaccurate in their objectivity or may differ substantially
from actual sutcomes These risks and uncertainties include gen-
eral assessments of the current situaton an the industry and the
markel, as well as such general Japanese and international eco-
nomic facters as interest rates and foreign exchange rate trends.
Certain risk factors particularly apply with respect to the
Company-related, forward-tooking statements. Risk factors associ-
ated with our business include, but are not bmited te, challenges
arising out of global expansion, uncertainties in new pharmaceut)-
cal product development, risks related to strategic alliances with
partners, health care cost-containment measures, intensified com-
petition and Litigation with generic drugs, risks related to intellectu-
sl property nghts, the possible incidence of adverse events,
compliance with laws and regulations, litigations, the closure or
shutdawn of factories, safety issues to do with raw materials ysed,
risks refated to outseurcing, environmental issues, risks related to
1T security and information management, conditions 1n financial
markets, and foreign exchange fluctuations.

Envirenmental and Social Report
Eisal recognizes the impertance of fulfiling its corporate social
responsibilities as a good carporate citizen and of being recogrized
by sociely as a trustworthy argamization. Since 2001, we have pub-
lished an Fravironmental and Secial Report that summarizes our
activtties in this area.

Please refer to http:/Awww.eisal.co.p/esacial/eesreportfindex html
for further details. Please write to the address on page 68 to
request a copy of this report.
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Highlights
Business Highlights

July 2006

s Pharmaceutical marketing subsidiary Eisai [Singapore] Pte.
Ltd. began operations

* Expansion of Suzhou Factory in China completed

April 2006 .

* Established Eisai R&D Management Co., Ltd., tc assume
responsibility for the management functions of the R&D
Division

* Initiated the Dramatic Leap Plan, the 5th Medium-term
Strategic Plan

* Signed an agreement with Dainipgon Sumitamo Pharma
Co., Ltd., for the development, manufacturing, and market-
ing of Gasmotin®, a gastrokinetic agent, for 10 countries in
Asia, including ASEAN members

March 2004
» Signed a sales promotion agreement with Asahi Kase
Pharma Corporation for vasodilative agent Eril® in China

February 2006

* Signed an agreement with Elan Corporation, ple., for the
development, manufacturing, and marketing of Prialt®, a
ireatment for severa chronic pain, in Europe [began market-
ing in July 2006)

January 2006
* Announced the decision to establish a European strategic
business hub in Hatfield in the United Kingdem

September 2005

* Changed the distribution company from Aventis Pharma Ltd.
[now the Sanafi-Aventis Group] to Fisai for the osteoporosis
treatment Actonel®. for which Ajinometo Co., Inc., has the
marketing approval rights in Japan

* Signed an in-license agreement with Pfizer Inc for exclusive
U.S. promational rights for Fragmin®, an injectable anti-
clotting agent

July 2005 ‘
= Established a pharmaceautical marketing subsidiary in
Sweden

June 2005

¢ Established & pharmaceutical marketing subsidiary in
Switzerland

* Commenced sales in the U.K. and Germany of the anti-
epilleptic agent Zonegran®

* POC (Proof of Conceptl: Proof of a drug's efficacy in clinical study

2 EISAI CO., LTD

- Performance & Strategy ,

R&D Update

July 2006

* Concluded a co-development and distribution agreement
with Solvay Pharmaceuticals Marketing & Licensing AG with
regard to a treatment for pancreatic exocrine insufficiency
[SA-001) in Japan

May 2004

* Signed a joint development agreement with Nitto Denko
Corporation for a transdermal patch formulation of Aricept®,
an Alzheimer’s disease treatment

» Filed an application with the MHRA for a new Aricept® indi-
cation: severe Alzheimer’s disease

March 2006

* Signed an agreement with DNAVEC Corporation in lharaki
Prefecture on drug discovery research for vaccine therapy
for Alzheimer's disease

December 2005

* Recaived confirmation that Aricept® Orodispersible Tablet com-
pleted the Mutual Recognition Procedure in the 12 EU countries

* Submitted a supplemental new drug application to the U.S.
FDA for Aricept® for the treatment of severe Alzheimer's
disease, also submitted an application for the same indica-
tien for Aricept® in Japan

s Submitted a new drug application for the rheumatoid arthri-
tis drug adalimumab [D2E7} in Japan

November 2005

* Submitted a new drug application to the U.S. FDA for the
anti-epilepsy agent rufinamide

October 2005

« Entered into a new agreement with TorreyPines
Therapeutics, Inc., of the United States, regarding a new
genetic research program for Alzheimer’s disease

September 2005

* 5igned an agreement with Dainippon Pharmaceutical Co., Ltd.
[now Dainippon Sumitomo Pharma Co., i_td.), for worldwide
developrnent, manufacture, and marketing of AS-32G1, an
anti-diabetic [peripheral] neuropathy agent, excluding Japan

August 2005

» Entered into a strategic alliance with BioArctic Neuroscience Inc.
of Sweden to develop an immunotherapy for Alzheimer’s disease

¢ Announced the achievement of POC* for the endotoxin
antagonist E5564

July 2005
* Received approval for the new indication of acute pulmaonary
embelism for Cleactor® Inj, a thromiolytic agent in Japan

May 2005

* Received marketing authorization approval for Aricept®/
Cvess, Crodispersible Tablet in the United Kingdom

* Announced the achievement of POC* for the AMPA receptor
antagonist E2007 and the anti-cancer agent E7389

April 2005

* Entered into & joint development agreement with Abbott
GmbH & Co. KG for the new indication of psoriasis for the
anti-rheumatic agent DZE7 for Japan




Consolidated Financial Highlights

Eisai Co., Ltd. and Subsidiaries
Years ended March 31

Billions of yen

10 Nel Sales

2006 2005 20054 2003 2002
Nl Sl 1 et e ¥601.3 ¥533.0 ¥500.2 ¥466.6 Y4317
OPerating INCOME ... 95.7 86.8 83.1 75.9 72.7
YR aTo1e 122 1= DUUE TR OO URUUT SO PUUOR PPN ORPUPR 63.4 555 50.1 £1.0 34.5
Research and development [R&D] expenses ... 93.2 78.3 69.0 59.7 55.0
Total shareholders’ BQUHY ..o 519.2 459.6 419.5 388.2 3621
TOtAL SSRGS oo e 747.2 6627 $15.8 591.7 557.4
Ratio of R&D expenses to net 5ales (%) ... 15.5 14.7 13.8 12.8 12.8
Return on eguity [ROE) (%) ..o 13.0 12.6 12.4 10.9 10.3
Return on assets IROA) 1) ... e 9.0 87 8.3 7.1 b.6
Shareholders equity ratio [%6). ..o, 69.5 69.4 68.1 65.6 64.9
Dividends on equity [DOE] (%) ..o, 5.3 3.7 2.6 2.5 2.4
Yen
Basic earnings Per Share ... ¥221.86  ¥19339  ¥172.1 ¥141.16  ¥123.50
Diluted @arnings per share ..., 221.61 193.34 172.11 139.85  122.25
Cash diViBents Par Share ... e 90.00 56.00 34.00 32.00 29.00
Net Sales Net income Basic Earnings per Share
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To Our Stakeholders

Haruo Naito
Director, President and CEOQ

4 EISAI CO., LTD.

Patient Value Creation Strategy and the 5th Medium-term Strategic Plan

Eisal has defined its corporate concept as "to give first thoughts to patients and their families
and to increase the benefits that health care provides™, and we use the term hhc [human
health care] to express this. Last year, we received shareholder approval to add this corpo-
rate concept and the mission of patient value creation to the Company’s Articles of
Incorporation. All of our nearly 9,000 employees around the world share in this corporate
mission and strive to put it into practice in the course of their day-to-day prefessional activi-
ties.

We believe that there are three ways in which we can create patient value by: 1] Creating
innovative new drugs, 2) Ensuring a stabie supply of guality products, and 3) Providing infor-
mation to patients and medical care providers.

With regard to the first of these three, “creating innovative new drugs,” we have been
concentrating our resources in the two focus areas of integrative neurology/psycholagy
and integrative oncology, where still a large number of diseases remain for which adequate
treatrents have yel to be eslablished, in erder to contribute to patients through the craation
of innovative drugs that address under-served disease states.

We currently have a wide range of new compounds in development, These include E2007,
whick targets four different neurolegical diseasas including Parkinson's disease: E5564, for
severe sepsis; E7389, Eisai's first therapeutic agent for cancer; and AS-3201, a treatment for
diabetic neuropathy. We are hopeful that these four compounds will fulfill significant unmet
medical needs, and we are therefore prioritizing their development. As for the treatment of
dementia, where Eisai already plays an important role, the Company is concentrating its
efferts on conducting clinical reszarch for £2012, a second-generation drug to follow
Aricept®,

In the area of discovery research, in additicn to a fourfold physical expansion of Eisai
Research Institute of Boston Inc. and enhancement of its functions, we decided to establish
the European Knowledge Center at Hatfield to the north of London, United Kingdom as well
as expand and upgrade our existing discovery research facility at University College London.

These initiatives will facilitate further enhancement of our new drug discovery capabilities.

The second patient value is "ensuring a stable supply of quality products”. All therapeutic
agents have a direct bearing on the lives of the patients who take them. Therefore, we work
to guarantee that no circumstance will cause a disruption in supply. In addition, regardless
of how many hundreds of millions of tablets we produce, we strive for each and every one
of these to be of uniform quality. We have already expanded production capacity by almost
300% at our Suzhou Factory in China and we will continue to invest in global manufacturing
capabilities where appropriate, so we can successfully meet demand for our preducts.

The third patient value is "providing information.” The provision of information is broader
than simply product information alone, Eisai is commitied to disseminating knowledge
through the development of pregrams to educate people about Alzheimer's and cther dis-
eases. In order to better respond to custemer inguiries, in April 1992 Fisai was the first

pharmaceutical company in Japan Lo set up a Customer Hotline Office.




We also integrated the creation of sharehclder value into the Articles of Incorperation.
Gaining the trust of our shareholders and implementing measures that meet their expecta-
tiens are also among the most important goals for the Company’s executives. | have taken
the initiative 1o actively focus on investor relations activities. Because we recognize that all of
our shareholders expect that Eisai will sustain growth, regularly disclose information about
business strategy and related initiatives, and return profits through the payment of dividends,
we are making every possible effort to meet these expectations. In addition, we are taking
steps to achieve efficient capital policies through the flexible purchase of Company shares,

Eisai achieved its goals for each of the four previcus five-year Medium-term Strategic
Plans. Notably, we achieved the targets of our fourth medium-term plan, the Millennium
Plan, one year ahead of schedule. Over the last 19 years, net sales have quadrupled, R&D
expenses guintupled, operating income quadrupled, and net income skyrocketed 10-fold,
which places us among the top players in the global pharmaceutical industry in terms of
sales and profitability growth.

In the fiscal year ended March 31, 2006. net sales increased a substantial 13% year-on-
year, to ¥601.3 billion, and R&D expenses grew 19% reflecting aggressive investments in
drug development and related capabilities. Operating income, ordinary income, and net
incorne all grew by double digits as well, with ordinary income hitting the ¥100 billion mark
for the first time.

in the fiscal year ending March 31, 2007, Eisai's Japanese prescription pharmaceuticals
business is expected to be affected by a 7% reduction in National Health Insurance [NHI)
reimbursement drug price revisions. Additionally, the yen is expected to appreciate slightly
over the previocus year. Despite this, we still anticipate net sales to grow by 6% and are plan-
ning on sustained growth in the future.

In the fiscal year ended March 31, 2004, we paid a ¥90 dividend per share, which vielded a
dividend on equity [DOE) of 5.3%. DOE is derived by multiplying our dividend payout ratic of
about 40% by the return on equity (ROE] ratio of approximately 13%. In the fiscal year ending
March 31, 2007, Eisai expects to pay a dividend of ¥110 per share and, with a dividend payout
ratio of almost 47%, we anticipate generating a DDE of approximately 5.9%.

Dramatic Leap Plan

With the "Dramatic Leap Flan”, our bth Medium-term Strategic Plan, we aim to achieve a
major breakthrough. The first pillar of this plan is the promaotion of strategic globalization,
which is essential to sustaining our growth. Eisai affirms the "Value Creation at All Places by
the Best People with the Appropriate Structure™ and will work to implement its World
Headquarters [WHQ] concept to facilitate this.

We have raised our numerical targets for the fiscal year ending March 31, 2012, to net
sales of ¥1 trillicn, R&D expenses of ¥200 billion, operating income of ¥200 billion, net
income of ¥120 billion, ROE of 16%, and DOE of 8%. The achievement of these medium-term
targets will dramatically increase Eisai's corporate value and substantially improve share-
holder value.

ANNUAL REPORT 2006 5§
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This plan contains the following six key strategies.
T WHQ Concept
In order to build a business model that enables us to create value more efficiently and
effectively, we will promote the WHQ strategy, which supports the concept of "Value Creation
at Ail Places by the Best People with the Appropriate Structure.” These activities are based
on the ideas of "Global Flexibility,” or the capability of responding to any situation in any part
of the world, and "Thinking Diligently,” or the ability to efficiently manage the details of our
business and carefully handle issues one at a time. This husiness model will also involve the
establishment of global functional organizations that will play key roles in our pharmaceuti-
cal businesses in the most appropriate countries and regions of the world as well as the ¢re-
ation of regional headquarters, such as in Japan, elsewhere in Asia, the United States, and
Europe. The WHQ concept presumes that both of these elements will complement and work
searnlessly together.
O R&D Strategy
Eisai's sirategy is 1o focus on the areas of inlegrative neuroscience and integrative oncology,
and achieve speed and eHficiency in new drug applications. For these reasons, we established
the Eisai R&D Management Co., Ltd. In the field of discovery, we are taking steps to improve
our ability to select new drug candidate compounds by reinforcing our U.S. and European
research labs, and strengthening our ability to aggressively pursue drug development
through the globally integrated management of clinical research functions in Japan, the
United States, Europe, and elsewhere in Asia.
O Oncology Business Strategy
Eisai is striving to meet a new drug application schedule for an array of anti-cancer drugs
that were discovered in-house and plans te establish a dedicated oncelogy business unit in
the United States for the purpaose of integrating discovery research, clinical research, and
marketing. Because of the growing impertance of integrative approaches for oncclogy thera-
py. Eisai will also offer treatments for pain, anemia, and nausea that are often experienced
by cancer patients.
O Independent Marketing
Eisai plans to take full respansibility for the global marketing of future new products through
our own independent efforts and thus further increase profitability. To these ends, we will
increase the number of medical representatives [MRs] in each area of the world where we do
business and form an MR team dedicated solely to oncology. In addition, we have set up a
division responsible for the global marketing strategies, which is based in the United States.
O Transformation Strategy
An important strategy for ensuring flexibility on a global scale is establishing operations in
areas where advanced technelogy and high productivity are accessible. Eisai has set sights
on innavative knowledge creation by leveraging the advantages that india offers in such
areas as clinical research, data management, statistical analysis, process chemistry
research, drug fermulation study, active pharmaceutical ingredient {AP1] manufacturing,
and formulation production.




O Human Resource Strategy

Eisai is taking steps to establish a human resource management system that enables the
development and exchange of global human resources that will support key strategies of the
Dramatic Leap Plan. The Cempany is also building a dual reporting and virtual organizational

management system.

Policy for Ensuring Good Corporate Governance and

Protecting the Common Interests of Sharehalders

Eisai is taking steps to strengthen the three key areas of internal controls, compliance,
and corporate governance. Eisai is establishing an internal control policy and marshaling
all efforts to support the global implementation of an internal control policy while gradual-
ly intreducing a Control Self-Assessment [CSA] that will enable the Company to analyze
internally the stalus of internal controls. Eisai is providing a Compliance Handbook in 12
languages that communicates to employees the policy of corporate governance and has
established Compliance Counters to handle & variety of inguiries. Furthermore, Eisai
believes that corporate governance depends on the separatisn of pverseeing management
and business operations, and makes sustained efforts to establish such a system through
various initiatives, all of which have the full suppart of the Board of Directors.

Finally, | would like to touch upon the "Palicy for Protection of the Company’s Corporate
Value and Common Interests of Shareholders.” Eisai intends to dramatically increase cor-
perate and shareholder value by achieving the targets set farth in the 5th Medium-term
Strategic Plan. To ensure the Company's corparate value and the common interests of
shareholders, the Board of Directors has introduced the above-referenced policy, which is
intended to serve as a “prior notice” type plan. This policy shall remain in effect until Jure
30, 2012, the duration of the period of the Medium-term Strategic Plan, and will be reviewed
on an annual basis by the Independent Cammittee of Quiside Directors, which is composed
only of outside directors nominated and approved at the general shareholders’ meeting. The
aforementioned committee will manage this policy, which is designed to protect corporate
value and the common interests of shareholders.

We would like to thank atl of our sharebelders and stakeholders for their continued

support.
September 2006

72 ‘
Harue Naito

Director, President and CEQ
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Business Review

Consolidated Earnings Review

In the fiscal year ended March 31, 2006, global sales of aur
mainsiay blockbusters, the Alzheimer’s disease treatment
Aricept® and the proton pump inhibitor [PPI) AcipHex®/
Pariet®, grew. The anti-blood clotting agent Fragmin® in
the United States and the osteoporosis treatment Actone(®
in Japan also contributed to second-half sales. As a result,
Eisai achieved record-breaking net sales, for the seventh
consecutive fiscal year of ¥601.3 billion, a 12.8% increase
from the previous fiscal year. We also achieved record-
breaking net income of ¥63.4 billion, for the sixth consecu-
tive year, a 14.2% increase.

Sales of Aricept® were up 20.6%, to ¥196.5 billion, while
sales of AcipHex®/ Pariet® climbed 16.8%, to ¥154.5 billion.
R&D expenses rose 19.1%, to ¥93.2 billion, or 19.5% of
sales, Overseas sales accounted for 52.6% of total sales, a
2.9 percentage point increase.

North America
In the fiscal year ended March 31, 2006, sales in North
America expanded to ¥253.1 billion, up 18.0% year-on-year.

This marks the first time that sales of Aricept® and
AcipHex® have surpassed the $1.0 billion mark in the
intensely competitive U.S. pharmaceutical market. Sales of
Aricept® increased 22.9%, to ¥119.9 billion, thanks to the
ongoing provision of safety and efficacy infermation by MRs
[medical representatives: staff respensible for disseminating
drug-related information| and successful new consumer
advertising campaigns in the midst of an expanding market.

Despite increased competition from both generic and
OTC* PPIs, sales of AcipHex® were up 9.9%, to ¥114.3 bil-
lion, owing 1o a sales promaotion campaign that focused on
the therapeutic effects of this drug as well as a flexible
pricing policy.

In addition, sales of the anti-epileptic agent Zonegran®
climbed 14.0%. to ¥12.7 billion.

Eisai obtained exclusive premotional rights for the United
States fram Plizer Inc for the anti-blood clotting agent
Fragmin® and initiated promotional activities in February
2004,

* Over-the-counter [OTC) relers to drugs that can be purchased without
prescription at pharmacies, many of which had been sold for many
years as prescription drugs, but, thanks to their established efficacy
and safety, are now available without prescription.

8 EI1SAICO., LTD.

Japan

In the fiscal year ended March 31, 2006, sales in Japan
amounted to ¥285.1 billion, up 6.3%, and were driven by the
increased sales of mainstay products.

In the prescription pharmaceuticals business, which is
focused primarily on the three franchise areas of neurology,
gastroenterology, and the locomotory system, Eisai’s growth
cutpericrmed the market. Sales of prescription pharmaceu-
ticals rose 7.7% from the previous fiscal year to ¥211.5 bil-
lion. Of this amount, Aricept® accounted for ¥42.3 billion, a
20.5% year-cn-year increase, and Pariet® accounted for
¥27.6 billion, up £2.2% year-on-year. In addition, Eisai was
able to raise its presence in the locomotory franchise as a
result of taking control of the sales of the osteoporosis treat-
ment Actonel®. Despite severe market conditions, Eisai
increased the profitability of the consumer health product
business by tsking action to streamline its operations. At
present, we are carrying ocut reforms in our marketing oper-

ations in order to “discover and satisfy customer needs.”

Europe

Thanks to increased sales of existing products and the com-
mencement of sales of Zonegran® in the United Kingdom,
Germany, and other countries, sales in Europe for the fiscal
year ended March 31, 2006 finished at ¥45.5 billion, up
18.8% year-on-year.

Sales of Arfcept® were up 9.8%, to ¥29.9 billion. Sales of
Pariet® jumped 33.7%, to ¥9.0 billion, thanks to newly
recorded revenue in ltaly.

Regarding our operations in Europe, the biggest news in
the fiscal year ended March 31, 2006, was the decision to
establish a strategic European business hub to consolidate
internal functicns, including discovery research, clinical
development, production, sales, and headquarters opera-
tions in Hatfield in north Lendon. We are working to speed
up the development of a system for creating a seamless
value chain in this region. In addition, we have established
new sales subsidiaries in Switzerland and Sweden with an
eye loward building a Europe-wide sales network. Eisai
obtained the exclusive development, manufacturing, and
marketing rights for the Eurcpean region for the non-
opioid agent Prialt® for severe chronic pain from Elan
Corporation, plc., and started marketing the agent in the
United Kingdom and Germany in July 2006.




Asia and Other Regions

For a number of years, Eisai has been aggressively develsp-
ing its business in Asia, where the pharmaceutical market
and medical needs are growing. In the fiscal year ended
March 31, 2006, sates climbed 47.9%, to ¥17.6 billien, due to
aggressive business expansion in China and India. Szles of
Aricept® increased 48.5%. 10 ¥4.4 billion, while sales of
Pariet® jurmnped 68.8%, to ¥3.5 billion.

In the fiscal year ended March 31, 2005, Eisai commenced
sales of Aricept® and Pariet® (under the names Aricep®
and Parit®, respectively} in india, a market thal we entered
inte in the previous fiscal year. Meanwhile, to establish a
base for the diagnosis ard treatment of dementia, the
Company supported the opening of outpatient memory
cbinics tn that country for the treatment of memory loss.

With regard to in-licensing activities, Eisai enterad into an
agreement to conduct sales promotion campaigns for Asahi
Kasei Pharma Corporation’s vasodilative agent Erii® in
China. The Company also entered intc a licensing agree-
ment with Dainippon Sumitemo Pharma Co.. Ltd., to market
the gastroprokinetic agent Gasmotin® in countries in Asia,
including ASEAN members, thereby enriching its product

lineup.

R&D Progress Report

In the fiscal year ended March 31, 2006, Eisai aggressively
pursued R&D, allocating business resources to the inte-
grative neurgscience and integrative ancolegy areas. The
following describes the status of key compounds under

development.

Global Development

E2007 [AMPA receptor antagonist') successfully achieved
POC [Proof of a drug’s efficacy in clinical studyl in Phase ||
clinical trials for Parkinson's disease, and we have initiated
a Phase lli trial in Europe and are in preparation for the
Phase lil trial in the United States. Next, we are aiming for
an early completion of the POC for migraine prophylaxis,
epilepsy. and multiple sclerosis. We conducted Phase [l tri-
als of E7389, a microtubule growth suppressor.? and suc-
cessfully completed the POC for breast and non-small cell
lung cancer and have initiated clinical trials for Subpart H?
application and a Phase |l triat for breast cancer. The

efficacy and safety of ES564 [endetexin antagonist?) were

confirmed in Phase |l trials for severe sepsis and we initiat-
ed a Phase (Il trial. E7070, an anticancer compound that
interacts with the G1 phase of the cell cycle * just entered

Phase Il trials for gastric cancer in Japan.

Overseas Development

E2080 [antiepileptic; generic name: ruftnaride] has been
submitted for approval in the United States for Lennox-
Gastaut Syndrome (LGS) and as adjunct therapy for adult
parlial seizures.

Development in Japan

Cleactor® fny, a thrombolytic agent, was approved for the
additional indication of acute pulmonary embolism. The
antirheumatic agent D2E7 [human anti-TNF-aifa monoclon-
al antibody) was submitted for approval for the indication of
rheumatoid arthritis and has just entered Phase |l trials for
psoriasis. Jomeron®, a non-ionic contrast medium, com-
menced Phase [l trials for additional dosage in computer-

ized tomography angiography.

New Indications & New Formulations of Major Products
After receiving approval in the United Kingdom and notifica-
tion of the completion of the mutual recognition procedure
in 12 EU countries for the new formulation, we began mar-
keting Aricept® Orodispersible Tablet throughout Europe.
In additicn, Eisai submitted applications in Japan, the United
States, and Eurcpe for the indication of severe dementia
due lo Alzheimer's disease for Aricept®.

An application was filed for Pariet® in Japan for the addi-
tional indication of Sympternatic GERD.

The AMPA recepier i1s & neuro-transmitier glutamate receptor of Lhe
central nervous system. This compound is a selective AMPA receplor
antagonist that contraols cell death by preventing the excessive influx of
calcium inta the cell.

2 This novel anticancer compound is & derivative of the anticancer com-
pound pharmacophare halichondrin B, which acts against tumars by
suppressing the formation of microtubules through the polymerization
of tubulin and by inhibiting cell division.

3 The Food and Drug Administration in the United Slates has conditional-
ly expedited review procedures that provide for uniform requirements
for new drugs that fight against serious or life-threatening diseases
based on the efficacy on surrogate endpoints.

4 E5564, a derivative of Lipid A and an endotoxin antagonist, 15 expected
to be effective in the treatment of severe sepsis.

5 This navel anticancer chemical enlity targets the G1 phase of the cell

cycle, induces apoptosis [cell suicide), and prevents cancer cell prolif-

eration.
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Approved

::‘::::' Ide‘::‘l‘:::nler:lr::del Region Indication or classification Form, Origin Approved
plicareas | ldevelo
ARICEPT IE2020) UK, Qrodispersible Tablet [0DT) May 2005
. K ¥
Neurol- | lAddrional _Patents aho have di*Cutty saatos ~g may ! na 007 e2ser 10 wnadon o0t Ihouse  peemmnmmnnn
ogy | tormulation] gy |Confirmation that Aricepr DDT completed the mutua. recognit on procecure, based upon the U K national ticense, n 17 By Dec. 2005
counines, was receved -
Other CLEACTOR |E£010) Pulmonary Embolism .
areas lAdditional indication) | Japan { A navel second -generalion |-PA vath a structure modified By utibzing recombinant DNA 1eckniques First L-P4 indicated far | Injection {n-house Jul. 2005
the treatment of puimgnary embglsm in Japan
Key Products under Development [As of July 31, 20068)
Therf;- Product name ) o Development stage 7
PRUliE | 14ovelapment cadel Region Jadication or classification Farm Origin Pre_ Phase! | Phase Il } Phase Il | Fited Date filed
areas clinical
ARICEPT (E2020 Vascular Dementia
[Additional indicationl{ 4.5, | Currertly indicaled for the Ireaimert of muld 1o mederare dementa due 10 Alzhesmer s disease F fed dor the addiional ol Sep. 2002
l_ vees o Tablel In-house
) g or vanculyr domes! aw35w"td=,.n-= ‘lh" EU = Apr ?CC-. E.Jm' JAresub tthe agpecatior cnce
.add cnal suppartva dita hive been ofia:red
Severe Bementia due to Alzheimer’s Disease
U.5. | Currenily indrcated far the trestment of mitd 1o moderate demennia due ta Alzhgimer s arsease Filed for the additional L==| Dec. 2005
incliggtion of severe dementia Jue 1o Al hmmer s disease 1o the FDA Tablel I0-hoUSE b emmmemedeeoooenn ermrrrarfacnanamafomamamadae oo
T~ Dec. 2065
|_EU roult Tt FeiTEr Lol May 2008
Dementia Associated with Parkinson’s Disease
EU | Currently ndicated for the try 3tment of m 0 ta rrpderate dement.a cue 19 Alzhaimer & disease Now n Phase i for the Tablel In-house ] FY2008
Ireatment of dementiy a+40013ted wih Parlirson s disease
us Migraine Prophylaxis
E'U Currently «ndicated for the treatment af mild ta moderate demennia due ta Alzheimer s disease Now i Phase |l for the Tablel in-house T
additional indication ol migraine proshylass
ARICERT [E20201 Liquig Formulation
Neuro- { lAdditional EU | Curremty ava tabie mtstiet lorm Filed for 1 qud lorma.at o Batents who have ifficulty swalon rg mayp nd 4g.u.d Liquid In-house o= May 2004
lagy { lormulation| leruat 67 £asr 1o ke
INOVELON [£2080) Anti-Epitepsy Igeneric name: rufinamide|
EV | Angezl anbicanuulsant, ryhinamede in camhmuum with other aniiepiepl.c drugs Receved orphan drug stales and £ Mar. 2005
Tablet Novartis |l de L
us. DA tor adjunct therapy ol LG5 has been meu in e U5 Granted orphan drug stalus and adull partial serzures |Srand o Nov. 2005
nimen the US s under censrderation]
Ez007 Parkinson's (isease/AMPA Recoptor Amagonist
EU | Setecteely anlagemzas Ihe AMPA-type g'wlamate recep'er Lrder devalopment as 2 treatmert lor Park mson s disease T T FramT
Mew o Phase ! n FU ablet | In-house | S
US. ) Phase ! study sn pregaratcniothe U § v S FY200777
us Epilepsy, Multiple Sclerosis, and Migraine Praphytaxis/AMPA Receplor Antagonist
EU Setecliely antagonszes the AMPA-type glutamate receplar Under development ag a treatment tor epilepsy. multiple Tablet In-house T
scleros|s, and migrane prophylaxis
E2014 Japan Cervical Dystonia/Botulinum Taxin Type B ) ) injection Snlslise 7= Scheduled for,
Bolulnum 108D aLT5 on LhANergic netve eedng symapues ord ar-ois the releast of azesdchnine Ig relaz muscies Neuro-Science FY2006*
A5-3201 U, |Diabetic Complications/Aldose Reductase Infubitor Dainigpon Scheduled for
[ Th s campzund skows streng ahbtan of aldose reductase Eapectzd o treat duabebe reuropathy Maw i Phase [ tor Tablet Sumit = FYzgQ9+
the tre 3tment of duhelic nryrapathy inthe U S Pharma
ACIPHEX/PARIET Eradication ol H. pyloriin Combination with Antibiolics
IE3s10) Japan | Cureently ndicated for the treatment ol gepuic ulcers, piosive GERD and Zollinger Ellson syndrome in Japan Subritted Tablet In-house | Mar, 2005
|Additional indication] {01 the eradication al H pyigtrinfection,
Symptomalic GERD
Japan | Correntiy i cated for tha treatment of pepuc wicers, erose GERD and Zolngar Ellsen syndrome -0 Japan Submtted Tablel In-house T Mar, 2006
Yor the treatrrent of oy —pramt ¢ GERD
Intermuttent Therapy for Symptomatic GERD
Gastroen- US. fCurrently indicated lor the treatment 5f eros.ve GERD. duodenal ulcers and Zolsnger-Edtison syndrome and erad.catanel | Tablel In-house >
tergloqy H pylerinfection nihe U'S Maw in Phase Il far the intermittany therapy of symptomatic GERD
clevuding Anti-hepatitis B Agent [genaric name:; clevudine]
Asla Clevudine 15 an antivrgd agent lor Lhe Lrealment of chronic bepatilis caused by 1he hepalitis B vius based on DHA Capsule Bl 0 E FY2006=
pulymerase mhibition A Phase lll study in Ching s o preparalion In some Asian countries where no additional chirical
“lughes are requred, tubrns 9n s stheduled bor Lhe i- cal year ending March 31, 2627
GASMOTIN Gastroprakinetic Agenl [generic name: masapride cirate) Danippan
Asia | "oy compound 1 3 scirelies serotan 5 HT receptar cganst wh ch Ras gastropreienet ¢ ard gasing evacuart efects oy Tablel Surnity =1 FY004~
£rkpeey acetyleheline relz 1se Sobmuss.an s n preprratean .n 30 Astan teantties irchuaing ASEAN members Pharma
E7070 Anti-tancer lgastric cancer|/Cell Cycle 61 Phase Targeting Agent {generic name: indisulami
Japan | The comaound induces apoplosis by inhibating eell eycle pragression in the G1 phase Now in Phase Il lor gastine cancer as | Injection In-house 1o
2 novel mechanism ol anti-eancer agent
F7i80 Anti-cancer [breast cancer)/Microlubule Growth Suppressor Fraons*
us. | E7387 s asymbenc eraleg of Ky chandnin B fra™ a mavme sponge The compaund acts against lumers by mhibing cell -] Subpart H
¢ .5 en by Blockirg mroretubule groess Currentty runr g Subpart H appacolian study tor Sreast cancer ard Fhase IF application
5 tor Brasst carzor ma d
Oncology TR Imjection | IN-houSE  kemsssmsfeism e b e wmmmmnan
Ann-nncer Ibreast cancer, non-small cell lung cancer, prostate cancer/Mi Growth Supp
us £738% 15 a synthetic anatog al Halichonann 0 from a marae spoage  The compound acls against lumars by nbrbiting cely I
| drasion by blocking microtubule growlh POC tor breast cancer ang non-smull cell lung cancer was achigvez Fhasell
Sludy for breast cancer for Subpart M applicabion 1n progiess Now in Phase Il for prostala cancer
ED167 Recurrence of Hepi(ocellular Carcinoma/Vitamin K
dapan | vitamen K bmenatetrenonc! -5 currently ing cated for the trestment cf eslecporgus Now . Phase ) for the prevention ¢f Capsule in-house T FYzoos=
recurrence of bepatocclular careromg
T-414 Rheumatoid Arthritis [generic name: iguraman] Toyama
Japan | Suppresses lymchoryte pretferation, mmmunagiabulin and inflammatary cyloksnes craduct.on E«pected Lo treat chronic Tablet Chemical L= Sep. 2003
rheumatoid arthntis
Locoma- | D2E? Rheumatoid Arthritis/Human Anti TNF-alpha Monoclanal Antibady lgeneric name: adatimumahl
tory By blocking Lhe activily of Tumar Nacrosis Factor-alpha [TNF-alphal, vtich plays a centraliele i intlammation in auttam- L= Dec.z005
system | L[ Mune diseases, B7ET s expected 10 be effectve in patents wilh sheumalmd actbriis (RA) Submutted for the eatmeeicfRA L v | o4 R
g Injection Abbott
Ia, By b'ackeng the achwidy ¢! Tumor Nocross Factor -2ipha ITNF -alghal, whch plays a certra, refe in irflammatian o aute-m
pan T
e Gseases, D2ET 3 expesled ' be eftett ve b patients with pserasis Careent y sabe tted for rheumate J stk
Now - Phasa || tor peor.y- <
TAMBOCOR [E0735} Parexysmal Atrial Fidrillatian, Flutter
tAdditional indication] | Japan | The compound has already been approved a5 the Ireatment for ventncular achyarrythmias in fapan and 15 hied tor the Tablet IM L= Dec. 2004
treatment of pargaysmal atrial ikeillation, Hutter
E7210 |Suspended] Ultrascnit Contrast Medivm .
3P0 [ robubbles of ET210 revinet wtrasaung Phase llsluy s suspended Irjection | Bracco >
ES544 us Severe Sepsis/Endolexn Antagonist Igeneric name: eritoranl
E'U' A ypniholic endotor » ai <t BS54, shracd cepected sately and ethezcy prol ¢ parenis w'h wevore sepsis Injeclion In-house Lo FY2009*
Other L. ed by endotoring frem v 2ris s tpes of gram-negahes bactena Phase L stucy ~ihated
areas KES524 Obesity g fCentral Acting S in & Noradrenaline Reuptake Inhibiter {generic name: sibutraminel
Japan |inhibits the reuplake of the cerebral neuralransmilters, noradrenaine amd serotenin By enhancing the leeling ot salety Capsule Abhott o F¥2007*
and increasing energy consumplion, 115 evpectod 1o resull in 1oss of body waight
E5555 us. |Aeute Coronary Syndrome |ACS!/Thrombin receptor antaganist
Ey | Imhibits puatetel aggregation and smooth-muscie prohiteralon sased an thrombin receplor anfagonism Phase Il study for | Tablel In-house T
the treatmert of ATG -~ atd
JOMERON {E7337) X-ray Contrast Metium
[Additienat desage Japan § Currently ndicated for CT lcompatenized temography. argograsty tndicatan tor CT ang:ography with new dosages are Injection Bracco
and administration| under devecpment

Notes- } Year ending March 31, 2007 2 Year ending Mareh 31, 2008 3. Year entling March 31,2009 & Year ending March 31, 2010
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Dramatic Leap Plan

B Innovation to Create First-in-Class, Best-in-Class Drugs

B Globally Effective Use of Management Resources
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Consolidated Prefit Targets

¥601.3 billion

Net Sales:

CAGR* 9%
1 tritlion

R&D Al ) ¥93.2 billion

AGR 13% AR Tyt ) ¥200.0 billion

¥%5.7 billion

¥200.0 billion

¥120.0 billion

* Actual Values and CAGR [compound annual growth rates)
for the fiscal year ended March 31, 2004 through Lhe fis-
cal year ending March 31, 2012

Reform of the Income Structure

;

A
%l yd
L
Operating Income
15.9%
*—_—————_
80 R&D Expenses
15.5% R&D Expenses
. \
HETIED
40 man CERARTTED
20
—
Costof.Sales! [Cost ol Sales)
17:2%

The following a(e consclidated targets for the fiscal years ending March 31, 2012.

Eisai's Goals

[Z002) ) 13.0%
20125 aroe] ) 16.0%

Return
on Equity

Dividends

on Equity 8.0%

Earnings.

hi
per Share ¥420.0

Dramatic Leap Plan

fn the first half of the six-yaar plan, we will aggrassively
make up-front investments in patient value creation and
growth epportunities, such as in R&D, the start-up of the

oncology business, the development of new products, and

Operating income

transformaticn strategies [see page 22]. In the second half
of the six-year plan, we will launch new preducts, perform
our own independent marketing (see page 22], and achieve
our transformation strategy, which will help us to curb
increases in SG&A expenses and cost of sales, and further
increase profitability while supporting higher R&D spend-
ing.

1]
Fiscal year ended March 31, 2004 Fiscal year ending March 31, 2012
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Sales Target by Region

To achieve a well-halanced sales mix in global markets, we have set a sales mix target ratio for Japan, the United States, and
Europe/Asia.éf approximately 35:45:20. In the largest market, the United States, we aim to maintain double-digit growth, and in
Europe/Asia, our goal is to double the percentage of sales that this combined region contributes. In Japan, we intend to achieve a

growth rate that is substantially above that of the pharmaceutical market overall. [Fiscal years ending March 31]

© ™ y253.1 bitlion

—
77y wasn0biltion

A ) w455 billian
mm@g ¥140.0 billion

¥285.1 billien

) ¥360.0 biltion

207245155

SR ) ¥17.6 tillion o=
m@ } ¥60.0 biltion
v B g

w

\ - N

¥314.2 biltian

/ ¥640.0 bitlion

Dramatic Leap Plan

To promote further global growth and con-
tinue to raise corporate value, Eisai will
implement the “Dramatic Leap Plan,” its 5th
Medium-term Strategic Plan covering the
six-year period beginning with the fiscal
year ending March 31, 2007 through the
fiscal year ending March 31, 2012,

Composition of Sales by Product Eisai will continue to aggressively maximize product value
by adding new indications and creating new formulations

o s of existing products, specifically Aricept® and AcipHex®/
100 e Fariet®. With regard to new products, we are proceeding
¥30&.§;;Lllion New Progucts with the R&D of new compounds in the pipeline, and we will
80 *25[2-23[;’“‘/‘}“’“ ) continue to steadily work to obtain approvals and authoriza-
tions as scheduled. These actions will ensure the continued
¥218.0 billion Other Existing 7 . )
60 Products growth of Aricept® and AcipHex®/Pariet®. However, as

new products come to contribute more revenue, Aricept®

40 : ::f;;g@/ and AcipHex®/Pariet® will account for a relatively smaller
58.4% ] percentage cf overall sales by the fiscal year ending March
20 ¥196.5 billian ¥275.3 billian ' 31, 2012. At Eisai, we are pursuing R&D with the goal of
(32.7%] Aricept®

(27.5%) having currently existing products contribute around 70%

and new products around 30% of net sales in the fiscal year
ending March 31, 2012

Fiscal year ended March 31, 2006 Fiscal year ending March 31, 2012
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Innovation to Cre
First-in-Class,
Best-in-Class Drugs

BN

Focus Areas

Allocating Resources on a Priority Basis to the Focus Areas of Integrative
Neuroscience and Integrative Oncology

New Drugs
R&D Centered on Two Focus Areas

.

R&D Structure

Formation of a Global R&D Structure to Improve R&D Capabilities
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Focus Areas

Allocating Resources on a Priority Basis to the Focus Areas of Integrative
Neuroscience and Integrative Oncology

Establishing focus areas in R&D ensures that we always
have access to the most up-to-date information from all
sources on relevant markels, competitors, and technolo-
gies. 5uch abundant information facilitates decision making
and enhances the chances of R&D success. Eisai realizes
that progressively transforming its focus areas, working to
bring enhanced benefits te a greater number of patients,
and striving for future growth are key to creating even high-
er levels of patient value. Thus, we have established inte-
grative neurascience and integrative oncolagy—which. in
accordance with our Dramatic Leap Plan, address areas
with the greatest unmet medical needs [health care needs
that have yet to be met in any countryl—as facus areas and
intend to invast 75% of our R&D capital resources in these

two areas.

Integrative Neuroscience Pipeline

Launched or submitted

D,

Subrmssion Target

( Alzheimer'sDiseM (

Aricept®

Brain Science

Era®

D,

. oy
rufinamide P,

N
/

J

Zonegran®

gical | Neuro Degenerative Disorders

; ( e 7azilepsy o ) X
) C:‘g_ra_h;a Pr;g_l'o-!t—a;i-ij
) Musdestress )

Depression

Neuro Internal Medicine

Maxait®

rders

NN Y

“ Methycobal*

-

-
9 Mycnal

. 4

Psychiatric Other Neurslo

Disorders L Disol
NS

e

Science

AN

Neurasis

 Brain >
Psychiatry

Sulpugsion Targel ' Launched or submitted

Integrative Oncology Pipeline
Tumor ( Novel Anti-Mitotic )
( Novel Mechanism )
m'_“:r) ( Anti-Angiogenesis )

N Priat!™: Severe Chronic Pain

Oncotherapy,

I ~ .
Supportive Therapy Cancer-Related Pain

I ~

N /
in Oncology r ~
N -

ovT Fragmin®: Antl-Clotting

/s

In the integrative neuroscience area, our goals are to cre-
ate new therapeutic drugs—including through joint research
with outside institutions for initial drug development—far
treating neuradegenerative disorders, such as Alzheimer’s
disease, and to conduct research on other neurological dis-
orders, such as epilepsy and mental disorders. In the inte-
graive oneology area, we are taking a highly advanced and
multifaceted R&D approach to cancer treatment, a con-
stantly evolving area. At the same time, we are enhancing
our oncology pipeline, which includes support therapies,
such as treatments for pain, anemia, and nausea, that are

vital to increasing patient benefits.

.Fistal year ending March 31, 2009 '.Fiscal year ending March 31, 2012 "Fiscai year ending March 31, 2013...

G gonsi
C E2012 )Qmmtc.amAr:u:DkE["‘r:sr;wPinesl Y]
C Aricept® )
( Arfeept® )
E2007 )
( E20p7 D!
e )
' ™
... >
4 AS- ™
Lo e J
£ ° ™
L B E2D1-& P,

Hew Projects.
lincluding Butinets Cevelapment]

E7974: Hemigsterlin Ty

..Fiscal year ending March 31, 200%  ...Fiscal year ending March 31, 2012 Fiseal year ending March 31, 2013....
~
Tubuln Palymerization ln{lgﬂw v
E7070; Cell Cycie G1 Phase E7L07: Novel Anti-tunor Agent ™
Targeting Agent

ETHY:
Microtubule Growth Suppressor
Derived fram Fermentalion ;

T T TETE0 weegrin Aloha 2. £7000. VEGF Racapior ™

Erpression nhibar Tyrosme Kinase Inbitor ;
57 47; Vitamin K; Prevention ol
Hepatocsilular Carcinama Recurrence

Haw Projects
lIncluding Business Development)
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New Drugs

R&D Centered on Two Focus Areas

By anticipating scientific and technological developments,
conducting globally integrated discovery, development, and
clinical research, and filing new drug spplications, Eisai
seeks to achieve the on-schedule production of ground-
breaking new drugs [first-in-class) or drugs that possess
clear advantages over existing therapies [best-in-class),
mainly in the two focus areas. Essential Lo achieving the
goals of aur new Dramatic Leap Plan is the consistent
achievernent of on-time approval and authorization of key
compounds in the pipeline. In addition, a major theme will
be to maximize the value of new malecular entities, includ-
ing projects filec for approval, as well as the value of exist-
ing drugs like Aricept® and AcipHex®/Pariel®. We will
also continue to conduct R&D through both in-house and
joint research with the goal of contributing to patients by

providing them with new indications and formulations.

New Drug Filing Schedule

_m-Fes.:alyear“ -
Filed ending

E7820: Cancer [U.5]

£2012: Alzheimer’s Disease IU.5., Europe]
E5555: Acute Coronary Syndrome {U1.5., Eurapel -
AS-3201: Diabetic Neuropathy {U.5., Europe]
E5584: Severe Sepsis (U.S,, Europel :
E0167: Recurrence of Hepatocellular Carcinema [Japan} -

New Pl_roducts: ;

Formulations; :

Fiscal year

Flscal year . Fiseal year - Fns;al y-ear N Fiscal year i
ending ending ending ending ,
March 31 200‘1 Mamh 3. ZUUB Mar:h ]1 200? March 31 2010 Marc?}Iﬂ 2011 __March 31,2012 ‘?

New Indications and

IFilec to flscat year endmg March 31, 2012I Ty

14 NMEs (New Molecular Entities)—
A Foundation for Future Growth

Our pipeline currently includes 14 NMEs, including licensed
products and those that have already been filed for
approval. Amang the global product candidates considered
commercial successers to Aricept® and AcipHex®/Pariet®
are £2007, E5564, and, for breast cancer, E7389, which is
scheduled for Subpart H submission in the United States in
the fiscal year ending March 31, 2007. In the fiscal year end-
ing March 31, 2008, we plan to file new drug applications for
E2007 for Parkinson’s disease in the United States and
Europe, and, in the fiscal year ending March 31, 2010, for
ES564 for severe sepsis simultaneously in the United States,
Europe, and Japan.

We are in the process of obtaining approval in Japan for
T-614 and D2E7 as treatments for rheumatoid arthritis and
have already submitted applications in Europe and the

United States for rufinamide as a treatment for epilepsy.

(4]

E2007: Parkinson's Disease (U.5,, Eurape):
KES524: Obesity Management (Japan)
clevudine: Hepatitis B |Asia)

E2D14: Cervical Dystenia {Japan)

E7389: Breast Cancer [US]

rufinamide: Lennox-Gastaut Syndrome, Epitepsy {U.5., Europe) =

(8]

|[#]

(]

(4]

D2E7: Rheumatoid Arthritis {Japan] EX

T-614: Rheumatoid Arthritis [Japan] | [#]

AcipHex/Parie! 8: Extended Release Formulation [U1.5., Eurnpe]
AcipHex®: OTC [U.5.)

I 8 R A O O N R

Pariet®: Symptomatic GERD [Japan) l{)

Pariet®: H. pylori Eradication [Japan) ¥

Aricept®: Transdermal Patch Formulation (5., Europe):
Aricept®: Sustained Release Formulation (1.5, Europe] :
Aricept ®: Efficacy for Pediatrics [U.S.)

T
3

Aricept ©:YaD (U5 Subited, EU: Resubmissian n preparator] {

L

7

Aricept ®: Severe Alzheimer’s Disease [US., Europe, Japan] {7p _
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In the fiscal year ending March 31, 2007, we are sched-
uled to submit applications for E2014, a treatment for cervi-
cal dystonia, in Japan, and for clevudine, a treatment for
chronic hepatitis B, in Asia. In the fiscal year ending March
31, 2008, we are scheduled to submit an application for
KESL24 for obesity management in Japan and. in the fiscal
year ending March 31, 2009, we intend to submit an applica-
tion for ED167 for the grevention of the recurrence of hepa-
tocetlular carcinoma, also in Japan. In the fiscal year ending
March 31, 2010, we plan to submit an application for AS-
3201 as a treatment fer diabetic neuropathy in the United
States and Europe. In the fiscal year ending March 31, 2011,
applications are scheduled to be filed in the United States
and Europe for EB555 as a treatment for acute coronary
syndromes and for E2012 for Alzheimer's disease. In the fis-
cal year ending March 31, 2012, an application is scheduled
to be filed for E7820 as a cancer treatment in the United

States.

Maximization of Existing
Product Yalue

Eisai is maximizing product value through new indications
and new formulations for Aricept® and AcipHex®/ Pariet®.
Eisai has already applied for the approval of the additional
indication of severe Alzheimer's disease for Aricept® in
Japan, the United States, and Europe, and for vascular
dementia in the United States. In addition, we are conducting
R&D on new sustained-release and transdermal patch for-
mulations for which we plan to submit applicaticns in the
United States and Europe in the fiscal year ending March 31,
2010, and that we hope will provide benefits in treating non-
Alzheimer’s disease indications in the pediatric population.

As for AcipHex®/Pariet®, we have applied for the
approval of new indications for Pariet® as an H. pylorf
eradication treatment and as a symptomatic gastro-
[olesophageal reflux disease (GORD/GERD] treatment in
Japan. In addition, we are considering an OTC version of
AcipHex® in the United States and conducting research
into extended release formulations in the United States

and Europe.

\\,/
A

W)
b=, 7

g

i
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R&D Structure

Formation of a Global R&D Structure to Improve R&D Capabilities

At Eisal, we are promoting close collaboration amang cur
research centers in Japan, the United States, and Europe.
However, to realize more efficient R&D and raise produc-
tivity, we must create a global R&D structure at every stage
of R&D

New Drug Development—
Improving Exploratory Capabilities in
Japan, the United States, and Europe
In Japan, Eisai is taking steps to further improve the
Tsukuba Research Laboratories’ drug discovery technolo-
gies as well as to streamline new drug development and
improve productivity, particularly in our focus areas. In con-
junction with these efforts, we will strengthen our global
platform technalogy base. including "-omics” technologies
and compound libraries, as we continue to forge stronger
cooperative ties that will enable us to effectively draw on
this technology base at each of our drug development labs.
In the fiscal year ending March 31, 2007, the KAN Research
Institute, Inc., our basic research subsidiary, will relocate to
Kobe where other biotechnology-related research institutes
are gathered. We will make this our base for translational
research, i.e., transitioning from basic to applied research
by promoting stronger jeint research ties with academia.
Overseas, in the fiscal year ending March 31, 2007, we
will expand the Eisai Research Institute of Boston Inc. and
increase the number of researchers. In the fiscal year end-
ing March 31, 2008, we will expand the functions of our lab-
oratory in London at our European strategic business hub,

which is now under construction.

' Eisal Globel

KAN Research (Tsukuba Lab. iapanl} fonical Development
Institute Boston Lab. iU5)
[Japanl London Lab. (U.K]

Regulatory
LS., Europe, Affairs
Japan, Asia)

Eisal R&D Management Ceo., Ltd.
Project Management and Resource Distribution

|
!
k Transtaticnat Area ) J J

\_ . ___ __ _ BasicScience & Technology
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These efforts will help to improve our discovery research
capabilities at our Japanese, U.5., and European bases, and
give us the ability to select new drug candidate compounds
for development at each of these sites. In addition, we plan
to increase global drug discovery and development research
staffing from the current level of approximately 760 pecple

to nearly 1.000.

Clinical Research—

Merging & Strengthening Clinical
Research Capabilities in Japan,
the United States, Europe, and Asia

Consistent with the overall glebalization of clinical research,
clinical trial sites are no longer located only in Japan, the
United States, and Europe, but are spreading throughout
the world to such countries as Russia, India, and South
Africa. To ensure that clinical trials are based on unified
decision making in the United States, Europe, Japan, and
elsewhere in Asia, Eisai will merge global clinical research
functions under Eisai Global Clinical Development [EGC)
and integrate global clinical research operations. This cen-
tralizaticn will enable Eisai to fortify its clinical pharmacolo-
gy, data management, and biostatistics functions. In the
Asian region, we will establish a clinical research manage-

ment base equipped with clinical trial operation and global

data management center functions.




These efforts will help us to construct a system that
enables the simultaneous filing of applications in the United
States, Europe, Japan, and elsewhere in Asia. To deal with
these expanded functions, we are planning to increase cur
global clinical research staff from the current level of

almost 500 to approximately 800.

Establishment of Eisai R&D
Management Co., Ltd.

In April 2006, we established Eisai R&D Management Co.,
Ltd., to manage and suppert international project team

(IPT) activities, which are formed arcund each R&D project

and to facilitate the discovery of new drugs in a timely
manner. Eisai R&D Management optimizes the allocation
of resources and personnel and establishes systems for
management through the support of the IPT for each proj-
ect. In addition, important decision making at Eisai R&0O
Management will be performed by everyone with R&D func-
tion responsibility and by those in charge of marketing as
well as regulatory affairs and safely management, This new
management systerm will arornote further improvement in
R&D efficiency and allow the proper allocation of R&D
resources, including aggressive investments in advanced

technology.

Multifaceted Approach to New Alzheimer’s Disease Drug Devetopment

Masahiro Yonaga, Ph.0., Director, Discovery Research Laboratories |, Discovery & Development Research Headquarters [right)

Hiroyuki Kato, Director, Strategic Research Planning, Discovery & Development Research Headquarters |left]

ith the cause of Alzheimer’s disease currently unknown, it

W 15 extremely difficult to come up with a definitive cure. In
the research of therapeutic drugs, we are moving from a first-
generation approach based on the "cholinergic hypothesis,”
upon which Aricept® is based. to a second-generation approach
based on the "amyloid cascade hypaothesis,” which postulates
that beta-amylod aggregation causes necronal cell death. This
second-generation appreach targets the development of thera-
peutic drugs that go a steg further, in that they slow down the pro-
gression of the disease by acting upcn its underlying mechanism.

Al Eisal, we are approaching the development of second-
generation therapeutic drugs from multiple angles. E2012, &
compound now under clinical development, represents one
of these approaches. Incorporating the modulating agent of
gamma-secretase, a proteolytic enzyme that triggers the pro-
duction ef beta-amyloaid, £2012 was developed from a base
structure discovered in Eisar's compound library. To deliver
this drug as soon as possible to the many pecple who suffer
fram Alzheimer’s disease, we are aggresswvely employing such
advanced technologres as biomarkers, establishing evaluation
critena for immediate and defimte efficacy assessment, and
pursuing clinical research. In addition to E2012, in collaboration
with outside research institutes, we are taking a multifaceted
approach to new drug development that includes antibody and
vaccine therapies.

Further, Eisal1s pursuing a third-generation approach, which
includes the search for new drug development targets by apply-
1ing genomic and neuronal regeneration technologies.

From its drug research field, Eisai vall continue to challenge
new harizens in drug development for Alzheimer’s disease so as

to increase the benefits provided to patients and their families.
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Reengineering Our Business Model

Reengineering Our Business Model to Capture Growth Opportunities
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Reengineering Our Business Model

Reengineering Our Business Model to Capture Growth Opportunities

The business environment surrounding the pharmaceutical
industry is going through a time of drastic change as a result
of scientific and technological advances, developments in
heallh care systems, the ascendance of new economic
blocs transcending national boundaries, and the growing
prominence of emerging nations. Te ensure that the
Company captures growth opportunities under these mar-
ket conditions, Eisa) believes it is important that its business
structure has encugh flexibility to respond 1o whatever situ-
ations that may arise in any part of the world and that this
systemn be able to manage the finer points of its business

and carefully handle issues on an individual basis. From

the fiscal year ending March 31, 2007, Eisai will gradually

implement three structural and system-related strategies

that will enable it to rezlign its business, so that it can cre-

ate value more efficiently and further raise productivity.

World Headquarters Concept

In the bth Medium-term Strategic Plan, we presented

the idea of "Value Creation at All Places by the Best People

with the Appropriate Structure” and promoted the World

Headquarters (WHQ) concept. The above-mentioned busi-

ness model will involve establishing Global Function [GF]

organizations that will play key roles in gur pharmaceutical

business in the most suitable countries and regions of the

world, as well as Regional Headquarters [RHQs] in the

United States, Europe, Japan, and elsewhere in Asia. The

intent is to maximize efficiency and preductivity in each

functional area by forging close cooperation between GFs

and RHQs. Although many GFs are located in Japan fer the

moment, we will sequentially transfer GFs handling mar-

keting and clinical research to the United States, regulatery

science to Furope, and transformation strategy io else-

where in Asia in the future. In addition, we arganized the

Global Pelicy & Strategy Committee, which interactively

examines the globally important managerial issues.

Function Region Japan LS. Europe Asia Global Policy & Strategy
Corporate Management Planning [ ] Q o] (@] Committee Members
Business Global Marketing O L] 0] O } .
Strategy Pipeline / Business Development [ ] O Q Q Harue Natta David Jefferys
Discovery Research ) O O o) Soichi Matsuno Seiichi Kohayashi
i Development Research ° o I's} a Hideaki Matsui Michael Lewis
R&D Clinical Research 0 ® O o) Makoto Shiina Jire Hasegawa
; Regulatory Science 0 O ® e} Noboru Nage Mindell Seidlin
" Management, etc. ® O O o] Yasushi Okada Nebuo Deguchi
Production & Logistics  Planzing and Manag of Production and Logistics @ Q O C Hajime Shimizu Kenta Takahashi
Regulatory, ' Regulatory Affairs ® Q o] o] Lonnel Coats Douglas Snyder
Compliance,and | QA o O Q e Yutaka Tsuchiya Toshic Arai
Quality Assurance | Safety Management [ ] O O O Paul Hooper Keniji Toda
Intellectual Property ® O o ) Yukio Akada Hideki Hayashi
IR hd © o ) Thaweesak Akira Fujiyoshi
Corporate Ethics, Internal Control, and Risk Management L) o O @] Sithengsurapana gy Broughton
CSR and Environment & Safety @ O O C Kentaro Stewart Geary
HR Management and Development ® Q O o Yoshimatsu Kazuo Hirai
Transfermation @] O o] ®

CCi6Fs [ RHOs

|As of 2006}

ANNUAL REPORT 2005 21




Reengineering Our Business Model

Independent Marketing

Eisai has been jointly promoting the global biockbusters
Aricept® and AcipHex®/ Parie!® with partner companies
since their launch. However, Eisai plans to take complete
control and globally market future new products through
its own independent efforts in order to further increase its
profitability. in the United States in particutar, the center for
oncology R&D, we will establish a marketing GF, and in the
United States, Europe, Japan, and elsewhere in Asia, we will
fortify our RHQ system so that we can promote impactful
local marketing tailered te the unique characteristics and
circumnstances of each regien. In addition, as we globally
increase the number of MRs in each therapeautic focus area,
we will organize a unit of MRs specializing in integrative

oncology.

Transformation

To build & flexible structure capable of responding to any
situation that may occur in our global business territories, it
is essential that we operate in a number of technologically
advanced and highly productive regions. From a medium-
term perspective, Eisai has emphasized the long-term
importance of expanding operations in India, not only as an
effective way to reduce costs, but also because of the huge
potential offered in such areas as clinical research, data
management, slatistical analysis, process research, drug
formulation study, and production. Therefore, we intend to
locate these functicns in India in additicn to other regicns.
We are positioning india as our fourth base for value cre-
ation after Japan, the United Slates, and Europe and seek to
achieve innovation in knowledge creation by expanding our
business in that country. As a base for new drug discovery

to satisty unmet medical needs in Asia and Africa, we will

put these advantages to maximum use.
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The Americas

Maintaining Double-Digit Growth in the World's Largest Pharmaceutical

Market, the United States

In the world’s largest pharmaceutical market, the United
States, we expect the implementation of Medicare Part D*
to affect the future rate of market growth. Nevertheless. we
still anticipate that the market will continue to grow. Given
these conditions, we have set our sights on maintaining
deouble-digit growth, higher than the industry average, in the
United States, and achieving sales of ¥440.0 billion in the
Americas in the year ending March 31, 2012 - amounting to
an average annual growth rate of 10%.

Because tha majority of people who suffer from Alzheimer’s
disease are covered by Medicare Part D, we expect demand
for Aricept® to grow. Therefore, we are promoting education-
al pragrams targeted at the early diagnssis of Alzheimer's
disease. At the same time, with the compositicn patent set o
expire in 2010, we are taking steps to create a more powerful
marketing organization and maximize product value.

With respect to AcipHex®, consecutive expirations of other
branded proton pump inhibitors [PPIs) compositicn patents
are expected to generate major changes in the market

environment in 2009 and beyond. Eisai will adapt to this new

Providing Health Care Professionals with Medicare
Part D Information which They Need to Help Patients

The Medicare Prescription Drug Improvement and Modernization Act of 2003 [MMA]
represents the most significant change to the U.S. Medicare program since its incep-
tian in 1965. Part D of the MMA [i.e., the Medicare Drug Benefit] will pravide drug cov-

erage for many individuals wha previously had none.

We asked Michael Matto of Eisai Inc. and Richard 6. Stefanacci, DO, MGH, MBA,
AGSF, CMD, Founding Executive Director, Health Policy Institute University of the
Sciences in Philadelphia, to share their thoughts on this program.

ccording ta Michael Motto, "t really is in our collective best
Amteresl that Medicare Part D is a very successtul program.
However, since there are many optiens for Medicare Part D,
patients are looking for direction, We need to do all that we ¢an
ta ensure that physicians have the appropriate information since
they are being called upon by their patients as a resource.”

“In a study focusing on where seniors are going for informa-
tion regarding Part D, physicians were the number one source
followed by pharmacists. Whan you loak at those two channels,
pharmaceutical companies and MRs play a vital part in commu-

nicating with these people,” says Dr_Stefanacci.

environment by raising brand awareness through promotional
activities that emphasize the product’s features and by imple-
menting flexible pricing policies. In addition, we plan to maxi-
mize product value by marketing new indications and new
formulations and implementing measures and policies in
preparation for the expiration of our composition patent in 2013

With respect to Zonegran®, although the market environ-
ment is challenging because of the entry of generic drugs,
we will continue to promote activities targeted for patients
and provide a stable supply of this high quality product.

In integrative cncelogy, one of Eisai's leng-standing focus
argas. we are actively promoting the déevelopment of new
drugs and starting up a business unit to prepare for the
approval of the anti-cancer agent £7389, as well as invest-
ing in the establishment of a new production facility.

To satisfy unmet medical needs in regions outside the
United States. Eisai plans to enter the markets of Canada,
Mexico, and Brazil.

* Medicare Part D is a program to absorb the cesls ol prescriptien drugs far
beneliciaries of Medicare, a health insurance program administered by
the United States government, covering people who are age 45 and over.

Michael Motte, Senier Director,

Managed Markets Group, Eisai Inc.
Michael Motte added, “Eisal has implemented many Part D

informalion programs across the country that have brought
great value to health care professionals. By providing this much-
needed information, we are in fact contributing to a more robust
enrollment that, ultirately, will help those patients that need
the drug benefit most. There are patients who were not receiving
drugs such as Aricept® and AcipHex® due to financial barriers.
The Medicare Part D program certainly 1s of great benefit to
those patients 1hal are most needy.” ~
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Japan

Achieving the Leading Market Share in Franchise Areas

in the Japanese market. the outlook is for continued low
growth due to policies to reduce health care spending,
including National Health Insurance price revisions.
Nevertheless. in the fiscal year ending March 31, 2012, Eisai
aims to achieve sales of ¥340.0 billion and average annuat
4% growth over the duration of its plan through additional
expansion in the prescription pharmaceuticals business and
reforms in the consumer health business.

in the prescription pharmaceuticals business, our geal is
10 achieve the leading market share in the three franchise
aress of neurology. gastroenterology, and the locomatory
system. We are taking steps, including the expansion of
Aricept® and Fariet® sales and new product launches, to
achieve a compound annuai growth rate of 7%. higher than
the market average, by the fiscal year ending March 31, 2072,

Regarding Aricept®, we are reinforcing cur disease-

management efforts and improving the communication of

Dementia Educational Activities

information directed at the general public, including
dementia-related educational activities. After we obtain
approval of an additional indication for the treatment of
severe Alzheimer's disease, we anticipate that Aricep!® will
be the only drug capable of treating the full spectrum from
mild-to-severe Alzheimer's disease, which wilt solidify its
posi@ion in the market.

Our sales promotion campaigns for Pariet® are focused
on early delection and diagnosis, and we are designing pow-
erful marketing campaigns that help forge constructive
links between regional medical institutions.

Eisai strives tc file new drug applications and to secure
scheduled approval while strengthening its marketing
alliances and working to fortify its product portfolio in fran-
chise areas. (n the consumer health business, the Company
is reexamining its entire value chain in order to increase

profitability.

Chihiro Takayama, Director, CNS Product Planning Department, Prescription Drug Division; General Manager, Neurolegy Franchise

In Japan, an aging society with an estimated 1.7 million elderly peaple suffering from dementia, a cure is being sought for

dementia, including Alzheimer's disease.

isai continues to conduct dementia educaticnal activities through ferums, newspapers,

Eand TV advertisements with the goal of helping to create a society where elderly demen-
lia patients can live in a bettar social environment. Following an educational campaign on
the subject of dementia conducted by the Ministry of Health, Labour and Welfare, Eisai
cosponsored and helped run "Dementia Town Meetings™ at six lacations throughout Japan in
the fiscal year ended March 31, 2006. The forums are targeted at a general audience, and
Eisai has been sponsoring them since tha fiscal year ended March 31, 2002. A total of 35,000
people have participated in these forums, including nearly 10,000 people in the fiscal year

ended March 31, 2004.

In addition, we spensor 3 dementia examination support program for primary-care
physicians as they are the most likely lo be consulled by people becoming concerned
about failing memory. As part of this program, we have peaple playing the role of patients
and instructors and have physicians demonstrating the examination process in order to
assist physicians in the early detection of dementia. We hope that such proegrams will help
to create more opportunities for pecple seeking cansullation for their memory loss.

If better health care and nursing care systerns capable of early diagnosis and treaiment
were avallable, it would enable patients to live richer and more productive lives by maximizing
their remaining physicat and mental capacities. Our activities help to further the understanding
of dementia, and we hope they will lead to the improvement of the guality of life [QOL).
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Europe

Driving Existing Product Growth and Building New Product Revenue

While the European pharmaceutical market has been nega-
tively impacted by reductions in health care spending, espe-
cially in the United Kingdom, Germany, France, Spain, and
italy, we anticipate the overall market will witness com-
pound annual growth of 7% by the fiscal year ending March
31,2012, In the years ahead, Eisai's goal is to expand its
efforts and to this end it is promoting the development of a
sales network in Europe that includes coverage in new EU
member states as welt as non-member states. In the fiscal
year ending March 31, 2012, Eisai expects to achieve sales
of ¥140.0 billion as well as a 21% compound growth rate
over the duration of its strategic plan.

Currently, Eisai operates businesses in 12 countries in
Europe. In arder to achieve our business targets, we plan to
expand into 30 countries in Europe, including the entire EU,
Central and Eastern Eurcpe, and Russia.

tn the United Kingdem, Germany, and France, where
we market Aricept® through co-promotion with partners,
we will be adding new indications and formulaticns, and,

in other regions where we co-promote Aricept®, we will

Eurcpean Knowledge Center {Architact’s model)

continue to forge strang relationships with our partners and
make efforts to increase our market share. In addition, Eisai
is aggressively expanding its business for Pariet® in
Germany, the United Kingdom, and other European coun-
tries, and is strengthening its marketing and sales promo-
tion campaigns in other European regions with the goal of
achieving sustained growth.

The marketing exclusivity for Zonegran®, which com-
menced sales last year, will be preserved until 2015, and we
expect significant growth for this mainstay product in the
neurology area in the years ahead.

in February 2006, Eisai acquired the Eurcpean rights to
develop, manufacture, and market Prigait®, a treatment for
severe chranic pain, from Elan Corpoeration, ple., and began
marketing the drug in the Unitad Kingdom and Germany in
July 2006. The Prialt® launch means that Eisai can begin
moving into markets related to the oncology segment,
which is one of our focus areas, while alse satisfying unmet
medical needs. We are also trying to add new indications to

Zonegran® and actively license-in new products, .
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Asia, Oceania, and the Middle East

Expanding Business in India and China

Despite sluggishness in some Asian countries due tc poli-
cies intended to reduce drug spending, the pharmaceutical
markets of China and India are seeing dramatic growth, and
we expect strong growth in the Asian market overall. Eisai
wilt continually follow pelicies whose goais are achieving
¥60.0 billion in sales in the fiscal year ending March 31,
2012, and a 20% compound annual growth rate until the end
of the current strategic plan. Eisai already has firmly estab-
lished cperations in East, Southeast, and South Asia, and it
is now planning to establish marketing subsidiaries in the
Middle East. As for Oceania, we have established a company
in Australia in order to submit a new drug application for
Zonegran® and will make efforts to have the product
approved as early as possible. In the high-growth Chinese
market, Eisai is working toward gaining approval for clevu-
dine, a treatment for hepatitis B. The treatment of this dis-
ease is considered to be a tremendous unmet medical need
in China. Alsg, to increase the production capacity for exist-

ing products, Eisai will expand and upgrade the Suzhou

Factory during the fiscal year ending March 31, 2007, with

kmmmmmm
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the goal of achieving ¥35.0 billion in sales in the fiscal year
ending March 31, 2012. For this purpose, the sales team will
be increased to 1,000,

In India, a key Asian country, we are following our trans-
formation strategy. Since the country is our fourth base for
value creation after Japan, the United States, and Europe,
we are leveraging its advantages in a number of areas, one
of them manufacturing, and we plan to establish a produc-
tion base here in the near future.

We are taking steps to reinforce our sales organization in
each market in order to enhance awareness of our major
products. For Aricept®, we are focusing on the early detec-
tion and diagnosis of dementia in India by providing support
for memory clinics and preparing screening tools in the
country's 12 languages. We are also seeking closer cooper-
ation among Group companies in Japan, the United States,
and Europe, with the aim of quickly introducing new indica-
tions and formulations for the product. For Pariei®, we are
engaging in aggressive promotional activities, with a view to

expanding market share




Management System

Corporate Social Responsibility [CSR] Activities

The pharmaceutical industry con-
tributes significantly to helping people
overcome disease and maintain heatth.
Because of the public nature of their
activities, pharmaceutical manufactur-
ers must apply CSR principles in a vari-
ety of management situations. At Eisai,
CSR is the fulfillment of our corporate
mission, which is guided by a philosophy
that emphasizes the conduct of business
activities in a socially acceptable man-
ner that wins the trust of our diverse
stakeholders. We are committed to pro-
moting internal controls and compliance
and taking proactive measures to pro-
tect the environment and contribute

to society, so as to fulfill our mandate

under CSR.

Compliance

To address business compliance issues,
Eisai has stipulated a Charter of Busi-
ness Conduct as well as Business Conduct
Guidelines. All officers and employees
are reguired to apply these guidelines to
their daily activities. Furthermore, Eisai
continuously works to improve the effec-
tiveness of the compliance program in
Japan and overseas through such mea-
sures as revising the Compliance
Handbook regularly, promoting the use
of standing consullaticn services inside
and outside Eisai, conducting continuing
training sessions for both officers and
employees, and pursuing compliance
risk assessments and countermeasures

to minimize potential risks.

O Environmental Protection

To ensure environmental protection,
Eisai has introduced environmental man-
agement systems in accordance with
I1S014001 standards at its principal man-
ufacturing facilities in Japan and contin-
ues to upgrade and strengthen these
facilities” environment-related controls.
Other operating units and subsidiaries
across the world also are striving to
establish their owr environmental

management systems so that they can

reduce the environmental burden gener-
ated from their cperations threugh
stricter control of greenhouse gas emis-
sians, the promation of enargy and
resource conservation, and the recycling

and reduction of waste.

O Social Contribution Activities

In the pursuit of its corporatie mission,
the Company is making a number of
social cantribution activities, notably in
the health care field. Such contributions
include the sponsorship of an annual
award program to honor deveted health
care professionals for their outstanding
dedication to medical or care services
under challenging environments,
encouraging research in the natural
sciences and knowledge dissemination
related te human diseases and their
remedies, promoting interdisciplinary
health care studies, including health
economics, and supperting programs
for young researchers. The Campany
alsec supports a number of educational
programs te raise public awareness of
Alzheimer's disease as well as outreach
programs for elderly patients and care-
givers and for victims of natural disasters

throughout the world.

ANNUAL REPORT 2006 27




Corporate Governance

O Basic Concept

At Eisai, we consider the strengthening
of corporate governance to be one of the
most critical issues in the achieverment of
our corporate philosophy, which is indi-
cated in the Articles of Incorporation,

and in increasing stakeholder value for
patients and their families, shareholders,
and employees.

O Corporate Governance System
Eisai adaopled a "Company with
Committees System” in June 2004 to
facilitate the decision-making process
through the broad delegation of authority
from directors o executive officers and
established the clear separation of oper-
ational and corperate management func-
tions to create greater transparency and
impartiality in management.

As a "Company with Committees
System,” Eisai established a Nominating
Commitiee, an Audit Commitiee, and a
Compensation Commitiee under the
Board of Directors as well as an Inde-
pendent Comrittee of Quiside Directors,

which comprises seven outside directors.

Eisai also establishad the Board of
Directors Secretariat to be responsible
for supparting the Board of Directors
and the Nominating, Compensatian,
and Indepandent committees. The
Management Audit Department was
established to be responsible for sup-
porting the Audit Committee,

Board of Directors

The Board of Directors is composed of 11
directors, seven of whom are outside
directors,

Corporate Governance

The Board of Directors broadly dele-
gates management decision making to
executive officers within the scope of
laws. Eisai has established a sysiem of
clear separation between business gper-
ation and management audits through
the separation of the rotes of Chair of the
Board and the President and CEQ, the
appointment of an outside director te the
post of Chair of the Board, and allowing
only the President and CEQ to act con-
currently as a director and representa-
tive executive officer.

Under this system, the Board of
Diractors receives reports from executive
officers regarding the execution of oper-
ations and from the Audit Committee
regarding audil results, conducts objec-
tive and impartial management over-
sight, and makes management decisicns.

A System for Ensuring Transparency and Impartiality in Management and Achieving Increased Corporate Value

(

General Meeting of Shareholders

[ Board of Directors 11 members (4 inside 7 outside] Chair: Outside director

independent
Committee of

Dutside Directors

saes o[ Audit Commluee

[Nominating Committ@

Department

[ Management Audlt

Gmpensahun Committee
Audit Committee

Board of Directors Secretariat )

Accounting
Audit

Accounting Auditor]

—

Executmg
Division

[President and CEO |Representative Executive Oﬂicerlj

]

[Executive Board (Only the president has additional duties as a director]j

[ Global Policy & Strategy Committee J

Executive officer in charge of
promaotion of interpal control
Executive officer in charge
of internat audits
Corporate Internal Control .
Department !

\

[ Executive Officers ]

)
Individual divisions/
subsidiaries inside and
outside tapan

vy

Eisar has estabhished an internal control policy that applies te all Group companies inctuding Sanka Junyaku Co.. Lid.. the Group’s bisted subsidiary.
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Audit Committee

The Audit Committee, composed of three
outside directors, including the commit-
tee Chairperson and two directors who
are familiar with the state of affairs with-
in the Company, ensures highly effective
audits. The Audit Committee heads up
the Management Audit Department and
conducts audits of the Company’'s entire
business operations while coordinating
with the executive officer in charge of
internal control, the Internal Audit
Divisign, the financial auditor, and audi-
tors in affiliated companies.

Compensation Committee

The Compensation Committee is com-
posed of three outside directors, includ-
ing a committee Chairperson, and
decides cn individual compensation for
board directors and executive officers.
With respect to compensation tied to
earnings for executive officers, compen-
sation is calculated based on the
achievement of toth Company and indi-
vidual performance targets.

Independent Committee of Qutside Directors

Nominating Committee

The Nominating Committee is composed
of three outside directors including the
Chairpersaon.

The Nominating Committee elects
candidates selected at the general
shareholders” meeting as well as outside
director candidates to the Board in
accordance with requirements for inde-
pendence established by the Nominating
Committee.

O Internal Controls

Based on a resolution of the Board of
Directors to establish a system for
ensuring the proper execution of work,
Eisai is instituting an “[nternal Control
Policy” that takes into account the execu-
tive, management, and employee per-
spectives to provide guidelines for praper
work execution. These guidelines,
already being applied at all Eisai Group
companies, are essential to the continu-
ing increase of corporate value for the
entire Group and to realize the hhc
Mission.

Based on a resolution of the Board of
Directors, Eisai has appointed an execu-
tive officer and established dedicated
departments to promole internal con-
trols, internal audits, and compliance. At
the same tlime, executive officers have
been placed in charge of risk manage-
ment related tasks in the key areas of
information management, finance, legal
affairs, environmental risks, and disas-
ters. Under this system, with each execu-
tive officer having clear authority and
responsibility, we are improving internal
controls in frelds where these officers
exercise full authority. For exampte, in
the area of compliance, we have estab-
lished a Compliance Committee made up
of outside experts to act as an advisory
body to the executive officers in charge.
We have also established the Charter
of Business Conduct, carry cut routine
corpliance training for executive staff
and employees, and have set up help
desks both within the Company and at
external locations to minimize our expo-
sure to risks. With respect to financial

i Relationship to the Company ) 3 :
Name Profession - Reasaon for Selection as Outside Director
a c,d|e ‘ f | g|h ‘ i
Tadashi Kurachi Came from ancther campany @ O Administrator, high level of discernment and ability to oversee management
Naote Nakamura | Allorney O C Legal expert, high level of discernment and ability to oversee management
Ikujiro Monaka Seholar '®) '®) International corporate strategy expert, high level of discernment and ability to over-
see management
Tadahire Yoshida | Came from another cempany O O Adrmimistrator, high level of discernment and ability to oversee managermenl
Yashiyuki Kishimaoto| Came from another company OO O Administrator, high level of discernment and ability to oversee management
Ko-Yung Tung Attorney @] Legal expert, high level ol discernment and ability to oversee management
Shinji Hatta Schaolar @ Accounting expert, high level of discernment and ability to oversee management

Note: Types of relatienship to the Company
Came from the parent company.

. Came from a related company other than the parent company.,

. Has additianal duties as an outside director or outside corporate auditor for another company.

g. Receives compensation or ather profit from assels tor service as an officer of the parent com-

pany of the applicable company or a subsidiary of said parent company
h. Has entered into a contract with the applicable company limiting responsibilities.

i. Other

. Is a director with executive dulies. an executive officer, etc.. of another company.

a.

b

<. Is a major shareholder in the apglicable company.
d

e

f

Is the spouse, close relative, or has a similar relationship with a director with executive duties,

an executive officer, et¢.. of the pplicable company or a specified company related to the

applicable company

* All seven Qutside Direclars are selected adhering to the "Reguirements for the Independence of Oulside Directors.”
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risks, Eisai is taking steps to ensure the
reliability of its financial statements. To
address other risks, Eisai is instituting
rules and policigs to facilitate smooth
business operation. In addition, each
Group organization is initiating a Control
Self Assessment [CSA) on the develop-
mental status of its internal cantrol
systemn.

B Audit System

Full-time members of the Audit
Committee and the Management Audit
Department arrange meetings on a rou-
tine basis, or, as necessary, with the
executive officer of the Internal Control
Department and the Internal Audit
Dwision to share information regarding
general audit activities and exchange
observations regarding the status of
internal control measures. They also
receive the results of internal audits of
key subsidiaries through Eisai's Internal
Audit Divisicn. The financial auditor who

The Ameunt of Compensation Paid to Directors and Executive Officers for the Period from April 1, 2005 to March 31, 2006

conducts the audit periodically attends
Audit Committee meetings and organizes
the reperting of audit results in 2 timely
fashion. The Audit Commitiee observes
selected individual audits performed by
the financial auditor and gathers infor-
mation on the status of internal controls
for audits of the entire Group while work-
ing to improve the quality of the audit of
consolidated financial statements. In
addition, to ensure the transparency and
impartiality of the sudit, the staff of the
Management Audit Department are over-
seen by the Audit Committee and
Committee members, which guarantees
its ability to act independently from exec-
utive officers.

Officers’ Compensation

Board of Director and Executive Officer
compensation is decided individually
under the following basic policy estab-
lished by the Compensatiocn Committee.
Board of Director compensation consists

of base salary, stock options, and retire-
ment bonuses (however, retirement
bonuses are not paid to outside direc-
tors] When an individual serves as
Chairperson of the Board or the
Chairperson of a committee, compensa-
tion for work performed is added to their
base compensation. In addition, retire-
ment bonuses are determined based
upon execulive rank and length of serv-
ice. Directors who concurrently serve as
executive officers do not receve direc-
tors’ compensation. Compensation for
executive officers is composed of base
salary, bonuses, stock options, and
retirement bonuses. However, the base
salary is a fixed amount determined by
executive rank. Bonuses are determined
based upon an evaluation of Company
performance and individual performance,
while retirement bonuses are deter-
mined based upon executive rank and
length of service.

[Millions of yen)

Base Compensation Bonus [Performance-Based Compensation] Retirement Bonus
Number Receiving Amount Paid Number Receiving Amount Paid Number Receiving Amount Paid
Directars [Internal] 5 151.3 — — 2 1,358.43
Directors [Qutside) 9 71.1 — — 2 10.40
Executive Officers 23 564.2 19 191.8 2 37.60
Tatal 37 786.6 19 191.8 6 1,406.63

Notes: 1. The number receiving is the total number of persens far the applicable period.

o

ane directar whe had additional duties as an executive officer.

= L

One new internal director was appeinted during the peried, and bwo left their posts. The aumber of internal directors at the end of the year was four. Director compensation was not paid to the

Three new autside directars were appainted during the period, and twao left their posts. At the end of the period, the number of outside directors was seven.
Four new executive officers were appointed during the period, and three left their posts. At the end of the perind, the number of executive officers was 20. However. executive officer bonuses

Iperformanca-based compensation| were determined by the Compensation Cornrmittee on May 16, 2005, based an performance in the 93rd term. and were pard in July 2005. In addition, Lhe

retirement bonus to the executive officers includes such banus paid at the time of retirement of the corporate officers.

w

The retirement bonus to the Auditars based an the 72nd Ordinary General Meeting of Shareholders held on June 24, 2004 15 included 1n the retirement bonus to the Oirectors. However, retire-

ment bonuses for outside directors have been discontinued. In addition, the retrement bonus far Yuji Naito, who passed away on October 11, 2005, was determined by the Compensation

Committee on Octaber 31, 2005, and was paid in Novemnber 2005,
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O Policy for Protection of the

Company’s Corporate Value

and Common Interests of

the Shareholders
To protect the Company's corporate
value and common interests of the
sharehotders resulling frem the achieve-
ment of our 5th Medium-term Strategic
Plan, Eisai has introduced the "Policy for
Protection of the Company's Corporale
Value and Common inlerests of Share-
holders” [hereinafter referred to as
“the Policy”], which was proposed by
the Independent Committee of Qutside
Directors and approved at the February
28, 2006, Board of Directors’ meeting.

This Policy establishes procedures in the
event of large block acquisition of Eisai's
shares and ensures that shareholders
are adequately informed in advance so
that they are able to make appropriate
dectsions. Also, it the precedure is not
followed by the acquirer, or if the acqui-
sition is inappropriate and would under-
mine the corporate value and cemmon
interest of the shareholders, the pub-
lished prior notice plan enables the
Company to issue new share acguisition
rights to all shareholders, which the
acquirer is not entitled lo exercise, thus
diluting the voting rights of the acquirer.
The Policy shall he managed by the

Independent Committee of Outside
Directors and the company management
teamn shall in no way participate in any
decisions related to the evaluation of and
application ¢f policies to said buyer.

This Policy shall remain in effect until
June 30, 2012, the duraticn of the period
of the 5th Medium-term Strategic Plan.
However, the Independent Committee of
Cutside Directors and the Board of
Directors shall annually review, and
retain the option of discontinuing, this
Policy.

| Cutting-Edge Corporate Governance
i

Tadashi Kurachi, Outside Director [Chair)

Q: In the fiscal year ending March 31, 2006, you were assigned to act as the Chair of
the Board ol Birectors. Whot are your thoughts on corporate governance at Eisai?
A: |l can assure you that among listed companmes in Japan, Eisai has done
more than almost any other Lo develop its corporate governance program
There are virtually no other entities using the "Company with Committees
System” in Japan thol—based on a corporate philosophy of independence
in governance—specifies not anly that the chairmanship of their Board of
Directors will be held by an outside director but also the membership of
their Compensation and Nominating committees. What allows Eisai to
take such bold action is its helief that \he attainment of management
impartiality and transparency are of paramount importance to a company
in the development of its corpeorate governance. Because | am involved in
the corporate management of ancther company and thus have a firsthand
understanding of how difficull it 1s to select outside auditors and directors,
| can only marvel at Eisai’s leadership position over the compeltition.

In addition, | think that the unigue selection process of its Nominating
Committee sets Eisai aparl. Because the seven outside directors, includ-
ing myself, all come from different backgrounds, we often have lively
exchanges thal cover a variety of different perspectives, which makes it
all very exciting.

Q: What makes this system of corporate governance effective?

A: The principal reason that Eisai's carperate governance is effective is the
strong leadership provided by President Harvo Naito and the management
approach he has taken. Generally speaking, the role of an outside director

Ina Japanese company 1s 8 .
formality most of the time, but \
Eisaris a flexible and enterpris-
ing corn.pany that always listens \_')‘\_.._, P
to the views of outsiders, and,
when necessary, it embraces those views and puts them into practice.
Q: Please provide some background on the adoption of the Policy for
Pratection of the Company's Corporale Value and Common Interests of
Shareholders.
A: Eisal can expect to grow in the years ahead by pursuing and achieving
the goals set out in 1t 5th Medium-term Strategic Plan. We, the outside
directors, believe that we must protect the Cempany stakeholders,
specificaily. the sharehotders, patients, and employees. Therefore, we set
up the Independent Committee of Qutside Directors and asked {or advice
from a number of specialists 1n Japan and abroad, formed a consensus,
and proposed the resulling policy 1o the Beard of Directors. The Board of
Directors approved the policy and it was then introduced. This land of
swift response to issues is a majar Eisal strength.

| firmly believe that the responsibility of the outside directors, unlike that
of the company management teams, which tend to be buried under work, 15
to actively participate In management decision making in light of macreeco-
normic world trends and common sense, Moving forward, | will remain com-
mitted to increasing Eisai's corporate value, and to the creation of patient
value, shareholder value, and employee value.
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Board of Directors and Corporate Officers

{As of June 24, 2004)

Directors

32 EISAICO . LTD

Director, President and CEQ, Haruo Naito

Qct. 1975 Joined the Company

Jun. 1983 Director of the Company

Jun. 1983 Managing Director of the Company

Jun. 1986  Representative Director and Senior Managing
Director of the Campany

Jun. 1987  Representative Director and Deputy President
of the Company

Apr. 1988 Representative Director and Prasident of the
Company

Mar 1996  Representative Director and President of
Genax Research, Inc. [current)

Jun. 2003 Representative Director and President and
CEQ of the Company

Jun. 2004 Oirector, Representative Executive Officer,
President and CEO of the Company lcurrentl

Jan. 2004  Chairman, The Naito Foundation [current)

Director, Tadashi Temmyo [Audit Committee Member|

Mar. 1970 Joined the Company

Jun. 1993 Director, Sanka Junyaku Co., Lid. [Secondee)

Apr. 1997 Director, Japanese Business Planning Division
of the Company

Apr. 199¢  Director, Accounting Center, Managerment
Planning Owvision

Apr. 2001 Director, Corporate Auditing Department of the
Company

Jun. 2004 Director of the Company [current]

Director, Shintare Kataoka (Audit Committee Member|

Mar 1971 Joined the Company

Apr. 2000  Chief, Kawashima Industrial Park and Plant of
the Campany and the factary chief

Jun. 2001 Corporate Officer of the Company

Apr. 2003  Corporate Officer of the Campany responsible
for Production and Logistics

Jun, 2003 Managing Corporate Qfficer of the Company

Jun. 2004 Managing Executive Officer of the Company

Apr 2005  Managing Executive Officer. Production and
Logistics Headquarters of the Campany

Jun. 2005 Director of the Company [current]

Director, Tetsushi Ogawa

Mar. 1971 Joined the Company

Apr. 1994 General Manager, Dsaka Office

Apr 1999 Director, Business Promotion Departiment,
Prescription Orug Qivision

Jun. 2001 Chief of Secrelariat Office

Jun. 2004 Director of Board of Directors’ Secretariat

Jun. 2006  Director of the Company lcurrent]

Cutside Director, Tadashi Kurachi {Chair)

Apr. 1960 Joined the Bank of Tokyo, Ltd.

Jun. 1988 Director of said bank

Jun. 1991 Managing Director of said bank

Apr. 1996 Managing Directer, the Bank of Tokyo-
Mitsubishi Ltd

Jun. 1996 Senior Managing Director of said bank

Jun. 1999 Representative Director and President,
Kanematsu Corporation

Jun. 2004 Birector of the Company

Jun. 2004 Chairman and Representative Director,
Kanematsu Corporation [current]

Jun. 2005 Chair of the Company [current)

Outside Director, Naote Nakamura [Audit Committee

Member]

Apr. 1985 Member of the Second Tokyo Bar Association

Apr. 1985 Joined Mori Sego Law Office

Apr. 1998 Founder and Partner, Hibiya Park Law Office

Feb. 2003 Founder and Partner, Law Firm of Maoto
Nakamura [now Law Firm of Nakamura,
Tsunods and Matsumote] [current]

Mar 2003 Corporate Auditar, Asahi Breweries, Ltd
[current]

Jun 2004 Director of the Company lcurrent)

Jun. 2006 Carporate Auditer, Mitsui & Co., Ltd. [current)

Outside Director, Jkujiro Nenaka INominating Committee

Chair, Compensatian Committee Member]

Apr. 1988 Joined Fuji Electric Manufacturing Co., Ltd.

Apr. 1978 Professor, Department of Business
Adrninistration, Nanzan University

Apr 1979 Professor, National Defense Academy

Apr. 1982 Professor, Institute of Business Research,
School of Commerce and Managernent,
Hitotsubashi University

Apr. 1995 Professor, Japan Advanced Institute of Stience
and Technology

Sept. 1997 Xerox Faculty Fellow in Knowledge, University
of California, Berkeley lcurrent)

Apr. 2000 Professor, School of Internatianal Corparate
Strategy. Hitotsubashi University Graduate
Schaol [current]

Jun. 2004 Directar, Fujitsu Limited [current!

Jun 2005 fhirector of the Company [current)

Apr. 2006  Professor Emeritus, Hitotsubashi University
leurrent]

Dutside Director, Tadahiro Yoshida [Compensation

Committee Chair, Nominating Committee Member]

Aug. 1972 Joined YKK Corperation [formerly Yoshida
Kogyo KK

Jun. 1978 Director of YKK Corporation

Jun_ 1980  Executive Director of YKK Corporation

Sept. 1986 Representalive Executive Vice President of YKK
Corperation

Jul 1993 President of YKK Corporation

Jurn. 1999 Chairman and President of YKK Carporation
leurrent]

Apr. 2002  Chairman and President, YKK AP Inc. [formerly
YKK Architectural Products Co., Lid ] [current)

Jun. 2005 Director of the Company [current]



Outside Director, Yoshiyuki Kishimoto {Audit Committee

Member)

Apr. 1986 Joined Booz Allen Hamilton [Japan] Inc.

Aug. 1993 Joined McKinsey & Company, Inc., Japan

Apr. 2000  Part-time Instructor, Institute of Asia-Pacilic
Studies, Waseda University

Apr. 2000  Vice President, Booz Allen Hamilton Inc.

Oct. 2004 Direclor, Big Rental Co., Ltd. [currentj

Jan_ 2005 Director of Strategy. Booz Allen Hamiltan Inc
[eurrent)

Jun. 2005  Direcior of the Company lcurrent)

Apr. 2006 Guest Professor, Waseda University [current]

Outside Director, Ko-Yung Tung (Nominating Committee

Member, Corpensation Committee Member)

Feb 1973  Assocrate, Debevoise & Plimpton

Jul. 1976 Founder and Partner, Tung, Orabkin & Beynlon

Jul 1985 Partnar, O'Melveny & Myers

Dec. 1999 Vice President and General Counsel,
Waorld Bank

Apr. 2000  Secretary-General, International Centre for
Settlement of Investmant Dispules

May 2005  Senior Counsellar, Maorrison & Foester LLP
[current]

Jun 2006 Director of the Company [current]

Qutside Director, Shinji Hatta [Audit Committee Chair)

Apr. 1987 Assistant Professor, Department of Business
Management, Toyama Wemen's College [now
Toyama Callege)

Apr. 1994 Protesser, Department of Economics,
Surugadai University

Apr. 2001 Professor, Department of Business
Adrainistration, Aoyarna Gakuin Univergity

Apr. 2005  Professor, Graduate School of Professional
Accountancy, Aoyama Gakuin Unwersity
leurrent]

Jun. 2006 Director of the Company [current]

Corporate Officers

Presidenlt and CEO |Representative Executive Officer]
Harue Naito

Deputy President [Representative Executive Officer],
Giobal Pharmaceuticals Business, Global Human Resources
Soichi Matsunao

Executive Vice President [Representative Execulive Olficer],
Management Affairs, Hurman Resources
Hideaki Matsui

Executive Vice President, Strategy
Makote Shiina

Execulive Vice President, Corporate Regulatory Compliance, Quality Assurance
Yoji Takaoka

Senior Vice President, Clinical Research
Jiro Hasegawa

Semor Vice President, Internal Control, Compliance, Legal Affairs,
Intellectual Property
Nobuo Deguchi

Senior Vice President, Froduction and Logistics. Transformation
Toshio Arai

Senior Vice President, Research & Development, President, Eisai R&D Marnagement
Co., Ltd.
Kentaro Yoshimatsu

Senier Vice President, Government Relations
Kenji Teda

Vice President, General Affairs, Enviranment and Safety Affairs, Information System
Hiroyuki Mitsui

Vice President, Corporate Regulatory Campliance, Quality Assurance
Norio Kano

Vice President, Asia, Oceania and Middle East Business
Yukio Akada

Vice President, Consumer Health Product Division
Hideshi Honda

Vice President, Clinical Research, Japan
Hisashi Tanaka

Vice President, Pharmaceuticals Business, U.S,, President, Eisa) Corperation of Marth
America, and Chairsman and CED of Eisar Inc.
Hajime Shimizu

Vice President, Pharmaceuticals Business, Europe, President of Eisai Europe Ltd.
Yutaka Tsuchiya

Vice President, Prescription Drug Division. Japan
Noboru Nage

Vice President, Business Develapment
Hideki Hayashi

Vice President, Prescription Orug Division, Japan
Yasushi Okada

Vice President, Discaovery & Develapment Research, lapan
Seiichi Kabayashi

Vice President, Corporate Communications, Inveslor Relations
Akira Fujiyoshi

ANMNUAL REPORT 2006 33




Share Information and Return to Shareholders

At Eisai, we recognize that efforts to gain
shareholder confidence and the implemen-
taticn of measures that respond to share-
holder expectations are management’s
highest priority.

Eisai's dividend policy emphasizes the con-
tinuous and stable distribution of dividends.
The Company has earned a reputation for
steadily paying increased dividends and thus
rewarding shareholders with income gains.
In the fiscal year ended March 31, 2006, for
example, Eisai distributed dividends per share
[DPS! of ¥90.0 [an increase frarm the previcus
fiscal year of ¥34.0], and we expect this to
reach ¥110.0 [an increase of ¥20] in the fiscal
year ending March 31, 2007. Our dividend pay-
out ratio in the fiscal year ended March 33,
2006. increasad 11.6 percentage points, to
40.6%. and we are looking to reach 44.9%
in the fiscal year ending March 31, 2007.

To reward shareholders with capital
gains as well, the Company is taking steps to
increase its return on investment. Specifically,
by selting our sights on growth opportunities,
we are looking to enhance our return on equi-
ly [ROE) through aggressive investment. Qur
ROE for the fiscal year ended March 31, 2006,
reached 13.0%, cne of the highest among our
peers in Japan.

Another high pricrity is tc raise the divi-
dends on equity [DOE] ratio, an indicator of
free cash flow returned to shareholders, by
leveraging both ROE and the dividend payout
ratio through a policy that seeks to increase
the dividend payout ratio, raise investment
efficiency, and enhance ROE. In the fiscal
year ended March 31, 2006, we raised DOE
1.6 percenlage poinis, to 5.3%, and our goal
is to reach 8.0% in the fiscal year ending
March 31, 2012,

We are achieving sustainable growth and
returning free cash flow to shareholders as
a resull, based on the common values that
we share with our shareholders. At the same
time, through IR programs, we are doing all
that we can to proactively disclose corporate
information, create greater transparency in
our aperations, and increase shareholder
value.
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Top 10 Shareholders
[As of March 31, 2004)
Name Shares lthousandsl %
The Master Trust Bank of Japan, Ltd. {Trusl Account] 18,015 6.07%
Nihan Trustee Service Trust Bank, Ltd. [Trust Account] 14,005 4£.72%
Nippon Life Insurance Co. 13.827 4.66%
Saitama Resona Bank, Limited 12,398 4.18%
The Chase Manhattan Bank N A Londen S.L. Omnibus Account 10,812 3.65%
Maoxley and Company 8,185 2.76%
Mizuhc Corporate Bank, Ltd. 6.680 2.25%
State Street Bank and Trust Company 505103 6,437 217%
Eisal Employee Shareholding Asscociation 5,625 1.90%
Nomura Securities Ca.. Ltd. 9,437 1.83%

* Share numbers are rounded down
* Treasury stock 110,692 thousand shares, 3.61%l 1s excluded as it entails no voting rights

March 31
2005

Transition of Breakdown of
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For Each and Every Employee

Since our founding, we have recognized
that people are the Company’s most
valuable asset. As a result, we are com-
mitted to developing our employees
while paying due respect to their individ-
uality and ambition regardless of gen-
der. We do our utmost to create a work
environment where each and every

employee can shine.

Equal Gpportunity

and Corporate Culture
All of Eisai's approximately 9,000 world-
wide employees share in our philosophy of
human health care {hhcl To put this cor-
porate mission inte practice, il is essential
that we give each and every employee an
equal opportunity. Eisa provides egual
opportunities to men and women under
this ideal, and continues to carry through
on issues of equality in employment, pre-
moticns, persennel allocation, and career

development.

Knowledge Creation-Based
Human Resource Development
For many years, Eisal has engaged in
knowledge creation management, and,
in 1997, it established the Knawledge
Creation Division, an organization dedi-
cated to spreading the concept of knowl-
edge creation throughout the Company.
In the Knowledge Creation Division, we
are training “knowledge leaders” who
will play a key role in putting the hhc phi-
losophy into practice. Knowledge leaders

develop themselves through the creation

of new knowledge and produce continu-
ous business innovation. To develop such
people at Eisai, we are creating an edu-
cational and training environment that
will enable each and every employee to
transform themselves through their own
initiative.

Practically speaking, we are building
a program to promote new knowledge
creation through visits to nursing homes,
by conducting research on life in group
homes, and through the acquisition of
real-life on-the-spot knowledge, the
essence of the hhc missian. In addition,
to support the acquisition of job-essential
knowledge and technology, we have pre-
pared correspondence courses tailored
to the needs and study levels of em-
ployees. Eisai established an overseas
education program for MBA and ather
studies, which devalops human rescurces

with international business skills.

Creating an Environment

Where Workers Can Shine
At Eisai, we believe that employees
fully exercise their talents when in a
cemfortable and safe work environment.
Therefore, we have done everything that
we can to foster an environment where
all employees can shine. An example of
this is our adoption, for certain jobs, of
flextime and free-time systems, which
respect differing work siyles. As for
fringe benefits, we provide fully equipped
Company dormitories and housing as

well as a system of child-care support,

which includes child-care leave, sherter
working haurs to allow for child rearing,
and nursing leave. This was introduced

prior to the April 2005 enactment of the

Next-Generation Education and Support
Promotion Act. In these and other ways,
Eisai gives its full support tc employees
rearing children.

To ensure that the rich experience,
knowledge, and skills of those responsi-
ble far our global growth are passed
down to a new generation of workers, in
October 2005, Eisai introduced a system
of cantinued employment until the age of
65 for employees who have reached the
retirement age of 60. Through this, not
only do we foster an envircgnment in
which older employees ¢an remain
actively employed, we are able to main-
tain and improve our internatienally

competitive position.

B Global Human Resources
Strategy
Our employees are the only stakehclders
who are capable of increasing our corpo-
rate value through their ewn efforts. [n
the 5th Medium-term Strategic Plan, we
presented the "World Headquarters con-
cept” based on the philosophy of "Value
Creation at All Places by the Best People
with the Appropriate Structure.” To make
this concept a reality, we will promote
the international exchange of human
resources and deploy the most appropri-
ate employees to positions throughout

the world.
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The pharmaceutical industry is in the midst of @ major transformation
marked by increasingly fierce operating conditions stemming from such
factors as the promotion of measures designed to curb medical expenses

in Japan, the United States, Europe, and Asia: rising R&D costs; advances

in science and technology; the emergence of new economies; and a surge

in carperate restructuring. In addition, companies are under increasing pres-
sure to fulfill their corporate social responsibilities with regard to the global
environment, society, and sustainability.

Against this backdrop, for the fiscal year ended March 31, 2006, Eisai Co.,
Ltd., and its subsidiaries ("Eisai”) reported consolidated net sales of ¥601.3 bil-
tion, an increase of 12.8% compared with the previous fiscal year. Operating
income rose 10.2%. to ¥95.7 billion, and net income climbed 14.2%, to ¥43.4
billion.

Sales of Aricept®, an Alzheimer’s disease treatment, jumped 20.6%, to
¥196.5 billion, while sales of the proton pump inhibitor AcipHex®/Pariet®
(U.S. trade name: AcipHex®; trade name in Japan and elsewhere: Pariet®)
rose 16.8%, to ¥134.5 billion. Sales of these products exhibited solid growth
in North America, Europe, Asia and other regions, and Japan.

Although R&D expenses were up 19.1%, to ¥93.2 billion (the ratio of R&D
expenses to net sales was 15.5%], owing to aggressive resource investment,
the cost of sales ratio edged down te 17.4%, reflecting a 1.1 percentage point
improvement from the previous fiscal year that supported rises in operating
income and net income. Thanks to these developments, both net sales and net
income have been achieved at the highest levels for seven and six consecutive
periods, respectively.

Total assets amounted to ¥747.2 billion, an ¥84.5 billion increase from the
previous fiscal year-end, and total shareholders’ equity was ¥519.2 billicn, up
¥59.6 billion.

As a result, basic earnings per share [EPS) amounted to ¥221.84, an
increase of ¥28.46. Return on equity [ROE) edged up 0.3 percentage point,
te 13.0%, and return on assets [ROA] was rose 0.3 percentage point, to 9.0%.
Cash dividends per share were ¥90, gaining ¥34 from a year earlier, and
dividends on equity (DOE) advanced 1.6 percentage paints, to 5.3%.
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Performance Review

R&D Expenses and Ratio of

R&D Expenses to Net Sales
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Net sales for the fiscal year under review rose 12.8%, or ¥68.2 billicn, from
the previous fiscal year, 10 ¥601.3 billion. Combined sales of Aricept® and
AcipHex®/Pariet®, 66.7% of which were generated in the United States,
accounted for 58.4% of net sales.

The cost of sales rose ¥6.0 billion, to ¥104.5 billion. However, a 1.1 percent-
age point improvement in the cost of sales ratio was achieved as a result of
ongoing efforts, mainly on the part of production departments, to reduce costs.
In addition, we recorded higher sales of Aricept® and AcipHex®/Pariet®, both
which have low cost of sales ratios compared with the average for Group prod-
ucts. Accordingly, gross profit climbed 14.3%, or ¥62.2 billion, to ¥496.7 billion.

Selting, general and administrative [SG&A] expenses, excluding R&D
expenses, came to ¥307.8 billion, up 14.3%, or ¥38.4 billicn, from the previcus
fiscal year. This was largely attributable to higher promaticnal expenses for
Aricept® and AcipHex®/ Pariet®, primarily in the United States. as well as
a rise in personnel expenses associated with an increase in the number of
medical representatives [MRs], mainly in the United States, Europe, and China.

R&D expenses climbed 19.1%, or ¥14.9 billion, from the previcus fiscal year,
to ¥93.2 billion. This increase was mainly due to active investment in clinical
studies for key products under development and a rise in personnel expenses
stemming from the expansion of operaticns.

As aresult, operating income grew 10.2%, or ¥8.9 billion, from the previcus
fiscal year, to ¥95.7 billion.

Other income (expenses]-net was down ¥0.5 billion from the previous fiscal
year, to income of ¥0.4 billion, primarily reflecting the recording of accelerated
amortization expenses of intangible assets in the current fiscal year.

Net income jumped 14.2% year on year, or ¥7.9 billion, from the previous
fiscal year, coming in at ¥63.4 killion. The actual effective tax rate on income
before income taxes and minority interests was 33.5%, compared with 346.3%
in the previous fiscal year, due to the transfer of a portion of the deferred tax
assets related to uncollected data for contract clinical research from current
assets to leng-term assets as well as the application of tax reductions in the
United States.

Net income and Ratio of
Net Income to Net Sales
|Biltions of yen] 1%I

Operating Income and Ratio of
Operating Income to Net Sales
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Performance by Operating Segment

Performance by Geographic Area

Pharmaceuticals

In the Pharmaceuticals segment, sales increased 13.5% from the previous
fiscal year, to ¥579.8 billion, and operating income rose 11.3%. to ¥98.4 billion,
supperted by growth in sales of Aricept® and AcipHex®/Pariet® in all regions.

Other

Sales of food additives, chemicals, pharmaceutical production machinery, and
other products edged down 2.7% from Lhe previous fiscal year, to ¥21.4 billion.
Segment operating income, however, climbed 17.9%, to ¥2.4 billion, thanks to
improvements in the product mix and other factors.

Proportion of Sales in Each Geographic Area
to Total Net Sales
1%l
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O Europe. Asia. and other regions
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38 EISAI CO., LTD

Japan

Sales came in at ¥285.1 illion, & 6.3% increase from the previous fiscal year.
Operating income, however, shipped 0.3%, to ¥74.2 billion, due to higher R&D
expenses. Looking at prescription drugs, sales of Aricept® iumped 20.5%, to
¥42 3 billion, and sales of Pariel® soared 472.2%, to ¥27.4 billion,

North America

Sales were up 18.0% from the previous fiscal year, to ¥253.1 billion, and
operating income skyrocketed 97.6%, to ¥22.5 billion. Sales of Aricept® grew
22.9% (16.6% on a local currency basis), to ¥119.9 billion; sales of AcipHex®
advanced 9.9% [4.3% on & local currency basis), to ¥114.3 billion; and sales of
the antiepileptic agent Zonegran® climbed 14.0% [8.2% on a local currency
basis), to ¥12.7 billicn.

Europe

Sales rose 18.8% from the previous fiscal year, to ¥45.5 billion, and operating
income grew 33.6%, to ¥4.6 billion. Sales of Aricept® were up 9.8%, to ¥29.9
billien, and sales of Fariet® expanded 33.7%, to ¥9.0 billion, due in part to the
start of sales in ltaly.

In June 7005, Eisal established Eisai Pharma AG, a pharmaceutical sales
subsidiary in Switzerland, and, in July 2005, Eisai AB, a pharmaceutical sales
subsidiary in Sweden. Eisai concluded the heads of terms on sales and devel-
aopment of land in the Hatfield Business Park located in northern London
to establish a strategic business hub in Europe in January 2004,

Asia and other regions
Sales soared 47.9% from the previcus fiscal year, to ¥17.6 billion, and operat-
ing income grew 34.5%, to ¥2.8 billion. Sales of Aricept® ballooned 48.5%, to
¥4 .4 biltion, while sales of Pariet® surged 68.8%, to ¥3.5 billion.

In January 2006, Eisal established Eisai Australia Pty. Ltd., to handle the
filing of applications for the approval of pharmaceutical products in Australia.

Total overseas performance

Combined overseas sales rose 19.4% from the previous fiscal year, to ¥316.2
billion, accounting fer 52.6% of Cisai’s total net sales, a 2.9 percentage point
improvement from the previous fiscal year.




Performance of Eisai Inc. in the United States

Aricept® sales grew $151 million from the previcus fiscal year, to $1,058 million,
and AcipHex® sales rase $41 million, to $1,009 million. As a result, including
research and service revenues, Eisal Inc. generated sales of $2,248 mitlion, up
$247 million from the previous fiscal year.

Financial Position

Total assets amounted to ¥747.2 Gillion, up ¥84.5 billion from the previous
fiscal year-end, mainly reflecting increases in cash and cash equivalents,
securities, and investment securities.

Total liabilities rose ¥24.6 billion from the previous fiscal year-end, to
¥218.7 billion, principally as a result of increases in trade accounts payable,
accrued expenses, and payables (other].

Totel shareholders’ equity amounted to ¥519.2 billion, an increase of
¥59.46 billicn from the previous fiscal year-end, and the sharehclders’ equity
ratio was 69.5%, edging up 0.1 percentage point.

Cash Flows

Net cash provided by operating activities amounted to ¥87.1 billion, an
increase of ¥37.9 billion from the previous fiscal year, primarily owing to a

rise in income before income taxes and minority interests and the posting of

a ¥20.0 billion contribution to the employee retirement benefit trust in the pre-
vicus fiscal year. Income before income taxes and minority interests amcunted
to ¥96.1 billion, and depreciation and amortization expenses came to ¥25.0 bil-
lion while income taxes—paid totaled ¥45.4 billion.

Net cash used in investing activities totaled ¥29.5 billion, a decrease of ¥8.0
billion. Cash outflows, needed to mainiain continuous activities, primarily capi-
tal expenditures and the purchase of intangible assets, rose ¥4.8 billion, to
¥43.9 billicn. This was mainly & result of the acquisition of sales rights for
Prialt®, an agent for the treatment of severe chranic pain.

Consequently, free cash flows available for use at the Company's discretion,
that is, net cash provided by operating activities less capital expenditures and
ather revenue/payments needed to maintain continuous activities, rose ¥33.1
billion from the previcus fiscal year-end, to ¥43.6 billion.

Cash Flows Net cash used in financing activities amounted to ¥21.8 billion, an increase
(Billioas of yen| of ¥5.1 billien from the previcus fiscal year, primarily due to dividend payments.
100+ 7.1 Total dividend payments amounted to ¥21.4 billion, up ¥10.2 billion from the
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Consolidated Balance Sheets

Eisal Co., Ltd. and Subsidiaries
March 31, 2006 and 2005

Millions of yen

Thousands of

U5, dotlars [Note 1]

Assets 2006 2005 2006
Current assets:
Cash and cash equivalents .. e, ¥183,279 ¥142,430 $1,566,487
Short-term investments [Note 3. e 11,904 4,618 101,761
Receivables;
TradE MRS e e 6,719 11,376 57,6427
Trade ACCOUNES e e 142,000 130,687 1,213,675
Due from associated COMPaNIES ..o e 92 56 786
T e 8,479 4727 72,470
Allowance for doubtful receivables ... (333) (324] (2,846)
INVENtOries (INOTE & .o e e 44,949 39,466 384,180
Ceferred tax assats INOLE 7] o e 29,272 28,286 250,188
O her CUrmant A58 S 6,238 4,261 53,316
Total current asSets o 432,601 365,583 3,697,444
Property, plant and equipment [Note 5]
D 17,053 14,995 145,752
Buildings and struclures e 151,031 145,972 1,290,863
Machinery, equipment and Others ... 141,279 135,637 1,207,513
CoNSrUCHIoN IN DIrOGFESS (ooi it 9,300 4047 79,487
T AL 318,643 302,651 2,723,615
Accumulated depreciation e (189,980) (179,729 (1,623,7560)
Net property, plant and equIiDmEnt. e, 128,683 122,922 1,099,855
Investments and other assets:
Invesiment securities [INote 3l 105,100 88,949 898,291
Investments in and advances to associated companies.................... e 385 351 3,034
Insurance reserve,............ N BSOS UU PO OUPPSREPR 3,709 22,859 31,701
Intangible assets [Notes Sand T4 .. 43,207 37,010 369,290
Deferred tax assets (INOe 7] .o 27,612 20,573 235,000
DN BT AS GBS oo 5,945 4464 50,983
Total investments and other 855ets. ..o e 185,948 174,206 1,589,299
Ot ¥747,232 ¥662,711 $6,386,598

See notes to consolidated financial statements.
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Millions of yen

Thousands of
U.S. dollars [Note 1)

Liabilities and Shareholders’ Equity 2006 2005 2004
Current liabilities:
Bank borrowings (Note 6] o ¥ 413 ¥ 834 $ 3,530
Payables:
T MO S e e 1,406 1,609 12,017
Trade BCCOURES ... et et 22,647 13,730 193,564
Due to 2550c1ated COMPANIES .ot e 353 324 3,017
DT e e e s 53,171 45,009 454,453
ACCTUBT BXPBNSES 1ottt ettt ettt 71,210 62,962 608,633
Accrued income taxes INOE 7] e, 23,416 21,118 200,137
Ot e CUTTENE a0 L ES st e e e e e e e 5,538 3,921 47,333
Total current labilities oo 178,154 144,557 1,522,684
Long-term liabilities:
Liability for retirement benefits [INote 8] .. ..., 35,895 34,782 315,342
Deferred tax Liahilities INOTe 7] ., 92 25 786
Long-term accrued @XPenSES ..o 3,241 9,359 27,701
Other long-term Habiliies ... 338 327 2,889
Total long-term Liabilities ..o 40,566 44 563 346,718
MINOTItY INEEIESES e 2,296 8,983 79,453
Commitments and contingent liabilities [Notes 12, 13 and 15]
Shareholders’ equity [Notes 9, 10 and 18]
Commmon stock:
Authorized—1,100,000,000 shares
lssued—296,566,949 shares in 2006 and 2005 ..., 44,985 44,985 384,487
Capital SUIDLUS ©.. i i 55,223 55,223 471,991
RELAINED BEIPUNGS 1.oovi ettt 429,025 387,077 3,666,880
Net unrealized gain on available-for-sale securities ..., 20,328 9,375 173,744
Foreign currency translation adjustrments.................ooii, 1,568 (4.907] 13,402
Treasury stock—at cost:
10,692,033 shares in 2006, 10,781,202 shares in 2005 {31,913) (32,145) (272,741]
Total shareholders’ equity........ e, 519,216 459,608 4,437,743
Ol e ¥747,232  ¥562.711 $6,386,598
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Consolidated Statements of Income

Eisai Co., LId. and Subsidiaries
Years ended March 31, 2006 and 2005

Millions of yen

Thousands of
U.S. dollars [Note 1)

2006 2005 2006
Net sales (NOte 1T)... e ¥601,253  ¥533,012 $5,138,915
Costof sales (Note 1) 104,503 98,487 893,189
Gross Profit e 496,750 434,525 4,245,726
Selling, general and administrative expenses.................................... 307,794 269.392 2,630,735
Research and development expenses.......................... 93,249 78,324 797.000
OPerating INCOME ...viiiiiice e oo 95,705 86,807 817,991
Other income lexpenses):
Interest and dividend INCOME ... 3,935 2143 33,633
INLEr@St XPENSE ..o e (80) (53] {684)
FOreign exchange gain ..ot 587 a0 5,017
Losses on dispesal of property, plant and equipment..........o.ooocoooeeo 827) [455) (7,068)
Loss on impairment of long-lived assets [Note 5] ... e (245) (2,094)
Accelerated amortization expenses of intangible assets (Note 14) ... (2,568} (21,949)
ORI — ML (425) (639} (3,632)
Other income [expenses]—net. 377 B4é 3,223
Income before income taxes and minority interests ... ... 96,082 87.653 821,214
Income taxes [Note 7):
U e 47,141 41,755 402,915
DEIEIT@ o e (14,9071 (9,953] (127,410]
T OB e 32,234 31,802 275,505
Minority interestsinnetincome ... 437) (346) 13,7351
NetinCoOmMe ... ¥ 63,411 ¥ 55,505 $ 541,974
Yan U S dollars (Note 1)
Per share (Note 17):
BaSIC BAMMINGS ..o ¥221.86 ¥193.39 $1.90
Diluted ea3rnings ... 221.61 193.34 1.89
Cash dividends, applicable to earnings of the year ... 90.00 56.00 0.77

See notes to consolidated financial statements.
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Consolidated Statements of 'Shar:kéhol“aérs' 'IEEqui.t:‘y

Eisai Co.. Ltd. and Subsidiaries
Years ended March 31, 2004 and 2005

Issued number of
shares [thousands)|

Millions of yen

Thousands of
U.S. dollars [Note 1)

2006 2005 2004 2005 2006

Common stock:

Balance, beginning of year.........occov i 296,567 296,567 ¥ 44,985 ¥ 44,985 $ 384,487

Balance,endof year ..., 296,547 296,567 ¥ 44,985 ¥ 44,985 $ 384,487
Capital surplus:

Balance, beginnming of Year. ... ¥ 55,223 ¥ 5572723 $ 471,91

Balance, end of year ... ¥ 55,223 ¥ 557223 $ 471,911
Retained earnings:

Balance, Deginning of year. ... ¥387,077 ¥342 831 $3,308,351

N I O M e 63,411 55,505 541,974

Cash dividends Baid ... e e (21,436) (11,223]) (183,214]

BORUSES 10 GIMC OrS oot (35)

Loss on dispesal of treasury stock ..., (27) (1) {231]

Balance, end of yaar. ... ¥429.025 ¥387.077 $3,666,880
Net unreatized gain on available-for-sale securities:

Balance, beginning of year......... i ¥ 9375 ¥ 8,683 $ 80,128

NEE IMCIBASE L. e e 10,953 692 23,614

Balance, end of year ... ¥ 20,328 ¥ 9375 $ 173,744
Foreign currency translation adjustments:

Balance, beginning of Year ... ... ¥ [4,907) ¥ [6.274] $ (41,940)

B T T B B S ot e e 6,475 1,367 55,342

Balance, end of Year ... e ¥ 1,568 ¥ (4,907 $ 13,402

Number of shares Thousands of
[thousands) Millions of yen U.5. dollars [Ncte 1)

Treasury stock:

Balance, beginning of year.........oiinn, (10,781) (8,790 ¥(32,145)  ¥(25.987) $ (274,744)

Net decrease (increase] of treasury stock .............. a9 [1,991] 232 {6,158] 1,983

Balance, endof year ... (10,692) (10,781] ¥(31,913} ¥(32.145) $ (272,761)
Total shareholders’ equity (Notes 9and 10) ... ... ¥519,216  ¥45% 608 $4,437,743

See notes Lo consolidated financial staterments.
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Consolidated Statements of Cash Flows

Eisai Co., Ltd. and Subsidiaries
Years ended March 31, 2006 and 2005

Millions of yen

Thousands of

U.S. dollars [Note 1)

2006 2005 2006
Operating activities:
Inceme before income taxes and minority interests ... ¥ 96,082 ¥ 87,653 $ B21,214
Adjustments for: '
[MCOME tAXES— P 1o e e (45,403) [37.962] (388,040]
Contribution to the employee retirement benefit trust ..., (20,000]
Depreciation and amortization. ... 25,042 22,446 214,034
Loss onimpairment of long-lived assets ..., 245 2,094
Net losses on sales and disposals of property, plant and equipment ......... 736 402 6,291
Prowvision for liabitity for retirement benefits ... 5,774 7,230 49,350
Loss on impairment of securities ... 5 63 43
Changes in assets and liabilities:
Increase intrade receivables . ..o {3,135) (8.918) (26,795)
[NCrBASE 1N INVENIOIIES (oo {3,424] (3,947 {29,245])
Increase [decreasel in trade payables................oii, 7,350 (947 62,821
Increase in accrued BXPeNSES 3,286 7112 28,085
T e 495 (5,932) 4,231
Net cash providad by operating activities ..., 87,053 49,200 744,043
Investing activities:
Proceeds from sales and maturities of shart-term investments ... 2,907 7.443 24,846
Purchases of short-term investments ... (98) (127) (838)
Proceeds from sales of property, plant and equipment. ... 350 4772 2,991
Purchases of property, plant and equipment. ..., 122,043) [21,670) (188,402)
Purchases of intangible assets..... (21,794) (17,535] (184,273]
Proceeds from sales and maturities of investment securities ... 16,423 8,506 140,348
Purchases of investment seCUrities ..o e (23,156) [15,681] (197,914)
Decrease [increase] in time deposits (exceeding 3 months) ... 34 (373) 291
D e 17,863 1,427 152,675
Net cash used in investing activities ... ST (29,514) (37.532) (252,256)
Financing activities:
[Decreasel increase in short-term bank borrowings—nel...................... (511} 672 14,367)
Dividends paid. ... {21,436) (11,223] 1183,214)
Repurchase of common stoCk o (6,087
DRNET Lo, 103 {106 880
Net cash used in financing activities ... (21,844) (16.744) (184,701]
Foreign currency translation adjustments on cash and cash equivalents ...... 5,154 1.361 44,051
Net increase (decreasel in cash and cash equivalents........................ . 40,849 (3.715) 349,137
Cash and cash equivalents of newly consolidated subsidiaries ................... 28
Cash and cash equivalents at beginning of year ..., 142,430 146117 1,217,350
Cash and cash equivalents atend of year ... ¥183,279  ¥142.430 $1,566,487

See notes to cansolidated financizl statements,
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Notes to Consolidated Financial Statements

Lisai Co., Lid. and Subsidiaries
Years ended March 31, 2004 and 2005

Note 1. Basis of Presenting Consolidated Financial Statements

The accompanying consolidated financial statements of Eisai Co., Ltd. (the "Company”] and its subsidiaries have baen prepared in
accordance with the provisions set forth in the Japanese Securities and Exchange Law and its related accounting regulations, and
in conformity with accounting principles generzlly accepted in Japan, which are different in certain respects as to application and
disclosure requirements of International Financial Reporting Standards. In preparing these consolidated financial statements, cer-
tain reclassifications and rearrangements have been made to the consolidated financial statements issued domestically in order to
present them in a form which is more familiar to readers outside Japan.

The consclidated financial statements are staled in Japanese yen, the currency of the country in which the Company is incorporated
and principally operates. The translations of Japanese yen amounts into U.S. dollar ameunts are included solely for the convenience
of readers outside Japan and have been made at the rate of ¥117 to $1, the approximate rate of exchange at March 31, 2006. Such
translations should not be construed as representations that the Japanese yen amounts could be converted into U.S. dellars at that
or any other rate.

Note 2. Significant Accounting Policies

(a) Consolidation

The consolidated financial statements as of March 31, 2006 include the accounts of the Company and its 40 (38 in 2005] subsidiaries
(together, the "Group™).

Under the control and influence concepl, companies which the Company can directly or indirectly control the operating and finan-
cial policies of are fully censolidzated, and companies over which the Greup can exercise significant influence are accounted for by the
equily method. Investments in two (two in 2005] associated companies are accounted for by the equity method.

The excess of cost of investments in consolidated subsidiaries over fair value of their net assels or the excess of net assets of
consolidated subsidiaries over purchase cost at the date of acquisition is being amortized on a straight-line basis over a period of
five years.

All significant intercompany balances and transactions were eliminated in consolidation. All material unrealized praofits included
in assets resulting from transactions within the Group have been eliminated.

(b) Cash equivalents

Cash equivalents are short-term investrments that are readily convertible into cash and that are exposed to insignificant risk of
changes in value. Cash equivalents include time deposits. certificates of deposit. commercial paper and bond funds, all ¢f which
mature or become due within three months of the date of acquisition.

lc) Short-term investments and investment securities
Short-term investments consist of time deposits that mature more than three months from the dale of acguisition and marketable
securities and investment securities consist of marketable and non-marketable securities.

Marketable securities included in short-term investments and investment securities are classified and accounted far, depending
on management’s intent, as follows: il held-to-maturity debt securities, which management has the positive intent and ability to hold
to maturity, are reported at amortized cost and ii) available-for-sale securities, which are not classified as the aforementioned, are
reporied at fair value.

Non-marketable availabte-for-sale securities are stated at cost, determined by the moving-average method.

Far other than temporary declings in fair value, investment securities are reduced to fair value by a charge to income.

(d) Inventories
Inventories of the Company and its domestic subsidiaries are primarily stated at cost, determined by the average-cost method.
Inventories of overseas subsidiaries are primarily stated at the lower of cost, determined by the first-in, first-out method, or market.

(e) Property, plant and equipment

Property, plant and equipment are stated at cost. Depreciation of property, plant and equipment of the Company and its domestic sub-
sidiaries is computed by the declining-balance method at rates based on the estimated useful lives of the assets, while the straight-
line method is principally applied to the property, plant and equipment of everseas subsidiaries. The range of useful lives of the
Company and its domestic subsidiaries is principally from 15 to 50 years [from 15 to 65 years in 2005) for buildings and structures

and from six to seven years for machinery and equipment.
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(f) Leases

Leases related to the Company and its domestic subsidiaries are accounted for as operating leases. Under Japanese accounting stan-
dards for leases. finance leases thal deem to transfer ownership of the leased proparty o the lessee are to be capitalized, while other
finance leases are permitted to be accounted for as operating lease transactions if certain “as if capitalized” information is disclosed
in the notes to the lessee’s financial statements. Finance leases of overssgas subsidiaries are principally capitalized.

(g) Intangible assets
Intangible assets are stated at cost less accumulated amortization, which is mainly computed by the straight-line method.

(h] Long-lived assets
The Company and its domestic subsidiaries have adopted the new accounting standards, "Accounting for Impairment of Fixed Assets”
and related guidance, from the year ended March 31, 2006.

The Cormpany and its domestic subsidiaries review their long-lived assets for impairment whenever events or changes in circum-
stance indicate the carrying amount of an asset or asset group may not be recoverable. A loss on impairment would be recognized if
the carrying amount of an assel or asset group exceeds the sum of the undiscounted future cash flows expected to result from the
continued use and eventual disposition of the asset or asset group. The loss on impairment would be measured as the amount by
which the carrying amount of the asset exceeds its recoverable amount [which is the higher of the value in use and the net selling
price at disposition].

Overseas subsidiaries perform impairment tests and recognize a loss on impairment, if applicable, in confarmity with generally
accepted accounting principles of the countries of their domicile.

The eifect of adoption of the new accounting standards was to decrease income hefore income taxes and minority interests for the
year ended March 31, 2006 by ¥191 million [$1,632 thousand].

(il Income taxes

The Group recognizes tax effects of temporary differences between the financial statement basis and the tax basis of assets and liabil-
ities. The provision for income taxes is computed based on the pretax income included in the censolidated statement of income. The
asset and liability approach is used to recognize deferred tax assets and liabilities for the expected future tax consequences of tempe-
rary differences.

(j) Retirement and pension plans
The Company has a contributory funded defined banefit pension plan and an unfunded retirernent benefit plan for employees, and
certain domestic subsidiaries have non-contributory funded pension plans and unfunded retirement henefit plans.

Certain overseas subsidiaries have a defined contribution plan as well as a defined benefit plan.

The Company and its domestic subsidiaries have accounted for the liability for retirement benefits based upon the projected benefit
obligaticns and plan assets at the balance sheet date.

The unrecognized prior service cost of the Company and certain of its subsidiaries is being amortized over five years and is recog-
nized as an operating expense in the statements of income

The unrecognized actuarial gainfloss of the Company and certain of its domestic subsidiaries 1s being amortized over five years by
the straight-line method and recognized as operating expenses in the statements of income starting from the following period after
the period during which each respective gain/less cccurred.

Retirement oenefits to directors and corporate auditors are provided at the amount which would be required if all directors and
corporate auditors retired at the balance sheet date.

(k) Appropriations of retained earnings

Apprapriations of retained earnings are reflected in the financial statements for the following year upon Board of Oirectors” or share-
holders” approval.

{) Foreign currency transactions

All short-term and long-term monetary receivables and payables denominated in foreign currencies are translated into Japanese yen
at the exchange rates al the balance sheet date. The foreign exchange gains and losses from translation are recognized in the consol-
idated statements of income to the extent that they are not hedged by forward exchange contracts.
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(m) Foreign currency financial statements
The balance sheet accounts of the foreign subsidiaries are translated into Japanese yen at the current exchange rates as of the
baiance sheet date except for shareholders’ equity, which is translated at the historical rate. Revenue and expense accounts of the
foreign subsidiaries are translated into Japanese yen at the average exchange rates.

Differences arising from such translation are shown as "Foreign currency translation adjustments” in a separate component of

shareholders’ equity.

(n] Derivatives and hedging activities

The Group uses derivative financial instruments to manage its expesures to fluctuations in foreign exchange rates. Foreign exchange
forward contracts are utilized by the Group to reduce fareign currency exchange risks. The Group does nol enter into derivatives for
trading or speculative purposes.

Derivative financial instruments and foreign currency iransactions are classified and accounted for as follows:

al all derivatives are recognized as either assets or lizghilities and measured at fair value, with gains or losses recognized in ihe con-
solidated statements of income.

b for derivatives used for hedging purposes, if derivatives qualify for hedge accounting because of high correlation and effective-
ness belween the hedging instruments and the hedged items. gains or losses on derivatives are deferred until maturity of the
hedged transactions,

The foreign exchange forward contracts employed to hedge foreign exchange exposures for export sales and contract research are
measured al the fair value and the unrealized gains/losses are recognized in income. While, if the forward exchange contracts gualify
for hedge accounting. trade receivables and payables denominated in foreign currencies are translated at the contracted rates.
Forward contracts designated to hedge forecasted (or committed] transactions are also measured at fair value, but the unrealized
gains/losses are deferred until the underlying transactions are completed.

(o) Per share information
Basic earnings per share is computed by dividing net income available to common shareholders by the weighted-average number
of common shares cutstanding for the period, retroactively adjusted for stock splits.

Diluted earnings per share reflects the potential dilution that could occur if stock options were exercised into common stock.
Diluted earnings per share of common stock assumes full exercise of outstanding stock options at the beginning of the year (or
at the time of issuance).

Cash dividends per share presented in the accompanying consolidated statements of income are dividends applicable to the
respective years including dividends to be paid after the end of the year.

ANNUAL REPORT 2006 47

4—_—




Note 3. Short-Term Investments and Investment Securities
Short-term investments and investment securities as of March 31,

2006 and 2005 were summarized as follows:

Thousands of

Millions of yen U.5. dollars

2006 2005 200&
Short-term investments:
Time deposits with more than 3 months t maturity.............._._... ¥ 1,706 ¥ 1.654 $ 14,581
Marketable securities:
Government and corporate BONGS ..o e e e 9,689 2,142 82,812
Trust fund investments and Other. ... .. e 511 822 4,368
TOUAL. oo e e e ¥ 11,906 ¥ 4,618 $101,761
Investment securities:
Marketable securities:
Marketable equIlY SECUTIUES ..o e e e e e ¥ 63,502 ¥34.517 $542,752
Government and Corporate BONAS ..o oo e e 1,62% 38,568 270,334
Trust fund INVESTMENtS AN OB .. ..o e e e 4,896 6,733 41,848
Non-marketable securities:
EQUILY SECUMIIIBS .. e e e e 4,031 4,063 34,453
Trust fund investments and OLRBT ... e e e 1,042 5,068 8,206
TOLAL e e e e ¥105,100 ¥88,949 $898,291

The carrying amounts and aggregate fair values of marketable and investment securities at March 31, 2006 and 2005 were as

follows:

Milliens of yen

2006 2005
Unrealized Unrealized Fair Unarealized Unrealized Fair
Cost gaing losses value Cost gains losses value
Securilies classified as:
Available-for-sale:
Equity SBCUnNes . e ¥28,821 ¥34,681 ¥ (0 ¥63,502 ¥18,478 ¥16,039 ¥ (0] ¥34,517
Debt securities.............. e e 41 41
Trust fund investiments and other.................co.... 5,447 1 [s1 5,407 7580 22 [47] 7,055
Held-Lo-maturily. ... ..o oo 41,318 9 [672) 40,655 40,669 180 197 40,652
Thousands of U5, dollars
2006
Unrealized Unrealized Fair
Cost gains losses value
Securities classilied as:
Available-for-sale:
EqQuity Securities ... e $246,333 $296,419 $ (0] $542752
Debt securities
Trust fund investments and other.. 46,554 4 {438) 46,24
Held-to-maturity..............oo 353,146 77 [5,744] 347,479
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Available-for-sale securities whose fair value is not readily determinable as of March 31, 2006 and 2005 were as follows:

Thousands ol

Millions of yen U.S. dollars
2006 2005 20046
Carrying amount:
Available-for-sale:
Unlisted stocks ......... e e e e e e ¥4,031 ¥4,063 $34,453
Preferred secunties and other 1,042 5,068 8,906
¥5,073 ¥9,131 $43,359

Proceeds from sales of available-for-sale securities and gross realized gains and lasses on these sales, computed on the maving-
average cost basis for the years ended March 31, 2006 and 2005 were as follows:

Thousands of

Millions of yen U.S. dollars
2004 2005 2006
Proceeds from SALES ..o e ettt ¥144 ¥2,176 $1,231
Bro5S TEALZEO GAINS ... o ittt sttt E et e [ 1,160 51
Gross realized lOSSES . vt [OOSR IR P DRV 0 (13] 0

The carrying values of debt securities by contractual maturities for securities classified as available-for-sale and held-to-maturity
at March 31, 2004 were as follows:

Millions of yen ' Thousands of U.S. dollars

Available- Held-to- Available- Held-to-

for-sale maturity for-sale maturity
DU I 0N YA OF LBSS. ittt ettt bttt ¥ 511 ¥ 9.68% $ 4368 $ 82,812
DUE I ONE L0 FIVE YRATS L oo ettt oottt e et e s te b aae e eas 1,001 22,528 8,555 192,548
DB I FIVE L0 LB YBAIS . oottt et ettt et 2,101 17.957
Due in ten years or over . 7.000 59829
Total...occoii s ¥1,512 ¥41318 $12.923 $353,146

Note 4. Inventories
Inventeries at March 31, 2006 and 2005 consisted of the follewing:

Thousands of

Millions ol yen .5, dollars

2006 200% 2006
Merchandise and fNIShed gOOS ... e ¥23,384 ¥19,605 $199,880
Waork in process and semi-finished goods ... 12,202 10,055 104,291
Raw materials and supplies 9,381 $.806 80,009
TO AL ettt ettt e b e .. ¥A4.949 ¥39,466 $384,180

Note 5. Long-Lived Assets
The total loss on impairment of long-lived assets for the period amounted 1o ¥245 million {$2,094 thousand). The contents of impair-
ment are software of ¥85 million [$726 thousand], land of ¥44 million ($547 thousand) and others.

The recoverable amount of the business properties and the lease assets are measured by value in use [discounl rate: 5.0%). The
recoverable amount of the idle assets is measured by net realizable velue based on reasonable estimates, either real estate appraised
value by a third party or the assessed value for property tax purposes.
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Note 6. Bank Borrowings

Bank barrowings are represented principally by unsecured bank toans with weighted-average interest rates of 4.70% and 0.58%
al March 31, 2006 and 2005, respectively.

Note 7. Income Taxes
The Company and (s domestic subsidiaries are subject to Japanese national and local income taxes which, in the aggregate. resulted
in normal effective statutory tax rates of 41.0% for the years ended March 31, 2006 and 2005, respectively. Overseas subsidiaries are
subject to income taxes of the couniries in which they operate.

The tax effects of significant tempaorary differences and tax loss carrylorwards, which resulted in deferred tax assets and liabilities
at March 31, 2006 and 2005, were as follows:

Thousands of

Millians of yen V.S dollars
2006 2005 20056
Deferred tax assels:
Ligbility for retirement Denetits .o e ¥23,511 ¥21,508 $200,949
Clinical research eXPeNSEs ... et 18,654 11,360 159,436
Reserve for sales rebales ... e R TR 6,455 5,484 55,171
Unrealized gain cn intercormpany sales of inventory . . 5,947 4,758 50,829
Deferred charges for tax pUTPOSES.....o oo e . 4,788 3.240 40,923
Depreciation. . ..... 4,587 2.524 39,205
ACCTUBH DONUSES oo e e e et e e e e 3,972 3,942 33,949
DR e e e e et et - 11,390 11,728 97,350
Less valuation allOWBNCE ..o oo e e (5,147] [6,228) 143,991)
Tl e e e e e e e e e e e e 74,157 58.318 633,821
Deferred tax lizbilities:
Net unrealized gains on available-10r-5ale SECUMLES ... i o e e et e 14,185 6,411 121,23%
Other....... FE OO SO OUS USSR UURRRRRR PO R U U ORUUURRROPRRORNt 3,180 3,143 27,180
Tobal e e 17,365 9,554 148,419
NEE AETRITEA 18X BSSELS i ettt et e e ¥54,792 ¥48.764 $485,402

Below is a recenciliation between the normal effective stalutory tax rate and the aciual effective tax rate reflected in the accompa-
nying consclidated statements of income for the years ended March 31, 2006 and 2005.

2004 2005
NOrmMal Bff@CtIVE SIBIULOMY FEX FALE. ..ottt ettt e et ettt et ot e e et ettt ettt ettt e e e 41.0% 41.0%
Expenses not deductible for INCOME X PUIPOSES oo e e DTN UO N PIDTUUTORORP 1.% 22
Income ot taxable for INCOME LaX PUFPOSES oot e oot .. (0.4] 10.5]
Tax credit fOr RED BXPENEES .. ooiii it eeee e e e ettt e et e (5.6] (5.8]
Dilference of incomne tax rates applicable to income in certain foreign countries ... S . [1.3]
Valuation allowance. ...t U SSUOUPURRRIAUOUR . 1.5
Other—net.. ... 10.8)
Actual effective 1ax rate ... . 353%
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At March 31, 2004, certain subsidiaries have tax loss carryforwards aggregating approximately ¥7.907 million [$67,581 thousand),
which are available to be offset against taxable income of such subsidiaries in future years. These tax loss carryforwards, if not uti-
lized, will expire as follows:

Thousands of

Years ending March 31 Millions of yen U.5. dallars
¥2,223 $19.000

307 2,573

1,571 13,427

3.812 32,581

¥7,907 $47,581

Note 8. Retirement and Pension Plans
The Cempany and some of its subsidiaries have severance payment plans for employees, directors, corporate auditors and executive
officers.

Under most circumstances, employees terminating their employment are entitled to retirement benefits determined based on the
rate of pay at the time of termination, years of service and certain other factors. Such retirement bengfits are made in the ferm of a
lump-sum severance payment frem the Company or from certain subsidiaries and/or annuity payments from a trustee. Employees
are entitled to larger payments if the termination is involuntary, by retirament at the mandatory retirement age, by death, or by volun-
tary retirement at certain specific ages prior to the mandatory retirement age.

The Company has a defined benefit pension plan and an unfunded retirement benefit plan for employees, which cover approximate-
ly 45% and 55%, respectively, of their henefits.

On March 31, 2005, the Company contributed ¥20,000 million to the employee retirement benefit trust for the Company's termina-
tion allowance plan.

The liability for employees’ retirement tenefits at March 31, 2006 and 2005 consisted of the following:

Thousands of

Millions of yen U.5. dollars

2004 2005 2006
Projected Benefit 0BLligation ... e e e e e e ¥113,097 ¥125,701 $966,641
Fair value of plan assels ... e R e (103,611] 185,451) [885,564)
Unrecognized aCtUBTIAL LOSS oo e et et et 14,284 19.650) 122,085
Unrecogmized Prior SEIVICE COSE oo ettt s 11,808 1,910 100,923
Net lability .o e s ¥ 35,578 ¥ 32,510 $304,085

The components of net periodic retirement benefit costs for the years ended March 31, 2006 and 2005 were as follows:

Thousands of

Millions of yen U.5. dallars
2006 2005 2006

SBIVICE LB 1ttt ettt ettt e et ee e et et e et e et e s ¥4,004 ¥ 4679 $34,222

I B S GG e e e 2,901 2,950 24,795

Expacted relurn 0N PLaM BSSIS . . i e e et et [2,651) (2,359] (22,658]
Additional severance payments .. ...t e e RS e s 103

Amortization of prior service cost........ IO PO OO RO [2,893) (3,111] [24,727)

Recognized CtUMAL LOSS ..o i e e e e e 6,474 5,850 55,333
Amortization of transitional obligation ..., 2,951

Contribution @nd OLNEIS ... e e e et e e R . 950 719 8,120

Net periodic retirement benefit casts....................... FE SRRSO PSRN ¥8,785 ¥11,782 $75,085
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Assumptions used for the years ended March 31, 2006 and 2005 are set forth as follows:

2006 2005
Discount rate ..., et e e e e ke bttt e e Mainly 2.5% Mainly 2.5%
Expected rate of return on plan assets ........ Mainly 4.0% Mainly 4.0%
Recognition period of actuarial gainfloss... . 5 years 5 years
Amorlization period of pricr service cost ... : 5 years S years

The lizbility for retirement benefits at March 31, 2006 and 2005 for directors, corporate auditors and executive cificers was ¥1,317
million [$11,257 thousand] and ¥2,272 million, respectively. The retirernent benefits for directors, corporate auditors and executive
officers are paid subject to the approval of the Compensation Commitlee or shareholders’ meeting.

Note 9. Shareholders’ Equity
Through May 1, 2006, Japanese companies are subject to the Commercial Code of Japan [the "Code™). Main characteristics of the
Code related to shareholders’ equity are as follows:

(a} Common stock, additional paid-in capital and legal reserve

1. All shares of common stock are issued with no par value and at least 50% of the issue price of new shares is required to he
recorded as common stock and the remaining net proceeds are required to be presented as additional paid-in capital, which is
included in capital surplus.

2. Japanese companies, upen approval of the Board of Directors, may issue shares to existing shareholders without consideration
by way of a stock splt. Such issuance of shares generally does not give rise to changes within the shareholders’ accounts.

3. An amount of 10% or more of the aggregate amount of cash dividends and certain other agprogriations of retained earmngs
associated with cash outlays applicable 1o each period shall be apprepristed as a legal reserve (a companent of retained earn-
ings] until the total of additional paid-in capital and such reserve equals 25% of common stock. The amount of total addtional
paid-in capital and the legal reserve that exceeds 25% of the common stack may be availzble far dividends by resalution of the
sharehalders after transferring such excess in accordance with the Code.

4. IUis parmitted to transfer & portion of additional paid-in capital and the legal reserve to the comman stock by resolution of the
Board of Diractors.

(b] Treasury stock
1.1t is allowed that Japanese companies purchase treasury stock and dispose of such treasury stock upon resclution of the Board
of Directors.
2. The aggregate purchased amount of treasury stock cannot exceed the amount available for future dividends plus the amount of
common stock, additional paid-in capital or the legal reserve that could be transferred to retained earnings or other capital sur-
plus other than additional paid-in capital upen approval of such transfer at the annual general meeting of shareholders.

lc) Dividends
1. 1n addition ta the provisicn that requires an appropriation for a lagal reserve in connection with the cash outlays, the Code alsa
imposes certain limitations on the amount of capital surplus and retained earnings available for dividends.

The amount of capital surplus and retained earnings availzble for dividends under the Code was ¥337.324 million ($2.883,111 thou-
sandl as of March 31, 2006, based on the amount recorded in the parent company’s general books of account.

Generally, dividends are approved by the shareholders at a meeting held subseguent to the end of the fiscal year to which the divi-
dends are applicable. However, because the Company introduced the board committees governance system (the "Committees
System”] stipulated in the Code, such dividends are approved by the Board of Directors.

On May 1, 2006, a new corporate law [the "Corporate Law”] became effective, which is applicable for the fiscal years ending on or
after May 1, 2006.

52 EISAl CcO., LTD




Note 10. Stock Option Plan for the Company’s Directors and Selected Persons
The mambers of the Company's Board of Directors, executive offlicers and other selected persons in the Company ware granted
opticns for new cormmon stock.

After the date of the option grant, in the event that a stock split or a consolidation of stock occurs, an adjustment in stock options
granted will be made in accordance with the rate of stock split or stock consolidation. In addition, after the date of the stock option
grant, in the event the Company carrigs out a merger or spin-off, the number of options granted will be adjusted as deemed neces-
sary.

After the date of the option grant, in the event of a stock split or stock consolidation, the stock eption exercise price will be adjusted
according to the percentage change with amounts less than one yen being rounded up. In addition, after the stock option grant, if the
Company issues new shares or disposes of treasury stock at a price less than the current market price [excluding the exercise
of reservation rights for new shares issued as stock options and the exercise of subscriptions as per Article 280-19 of the old
Commercial Code prior to the "Partial Revision of the Commercial Code” [2001 Law No. 128]), the exercise price will be adjusted
with amounts less than one yen being rounded up.

Exercise period:

From September t, 2000 to June 29. 2010
B XIS PIICR ..t eeee ittt eee et et e ettt ettt ettt ettt bbb ettt . ¥3,090 $26.41
Number of shares 109,800 shares

Exercise period:

From September 3, 2001 to June 28, 2011
EXBICISE PIICE oo oot ie etk e e, ¥2,668 $22.80
153,700 shares

Number of shares

Exercise pericd:

From July 1, 2002 to June 27, 2012
EX@ICISE PrICE oo s OO OO SU T UU OO O OO UOVOTROU ¥3,165 $27.05
Number of shares 166,800 shares

Exercise period:

From July 1, 2003 to June 24, 2013

Exercise price....c.covvvrenne ST P ST PPRTI ¥2,520 $21.54
Nurmber of shares 155,300 shares

Exercise period:

From July 1, 2004 to June 24, 2014

EXBICISE PIICE oot vitvt ettt et eeetes et se et e st s es s e aers o2 ee £ oL £ e £ ee e eL s et a b e et e bt bh £ b bt b et e b e Lot e e ettt ¥3,170 $27.0¢9
Number of shares 238,000 shares

Exercise periad:

From July 1, 2007 to June 24, 2015

EXEICISE PIICE oot e ettt e et et es e aea oottt b e e bk oLt h ket h ket a s e ¥3,820 $32.65
Number of shares.... 262,000 shares
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Note 11, Transactions with Associated Companies
Transactions of the Group with associated companies which are mainly engaged in the sales and purchases of pharmaceuticals for
the years ended March 31, 2006 and 2005 are summarized as follows:

Thousands of

Millions of yen U.S doltars

2004 2005 20046
GBS, e e e ¥ 25 ¥ 25 $ 214
PUMCRBSES .ot 5,589 5,601 47,769

Note 12. Leases :
The Group leases cerlain equipment, computers, office space and cther assets,

Pro forma information concerning leased property of finance leases that do not transfer ownership of the leased property to the les-
see on an “as if capitalized” basis for the years ended March 31, 2006 and 2005 was as follows:

1. Acquisition cost, accumulated depreciation, accumulated loss on impairment and net leased property

Thousands of

Millions of yen U5 dollars

2006 2005 2006

Machinery, Machinery, Machinery,

equipment equipment equipment

and others and others and others

ACQUISITION COSL.iiiiiiii e, e B ST ¥3,966 ¥2723 $33,897
ACCUMULELEd dePIECIBLION L. oo e e 1,542 1,699 13,179
Accumulated LOSS O IMPBITIBNL. ......ooiii oo eeeees et eeee et 14 137

Net leased Property ... e e e e e, ¥2,408 ¥1,024 $20,581

Il. Obligations under finance leases and other
Obligatiens under finance leases

Thausands of

Millions of yen U.S. dollars

2006 2005 2008
DUE WIthin BNB YBAT ..o i e et et PR ¥ 990 ¥ 529 $ 8,462
DU BIBI BN YBBI ... it et ettt 1,481 512 12,487
Total e e et e, ¥2,451 ¥1,041 $20,949
Altowance for loss on impairment 6f 1@85Ed ProPerty ... oo ¥ 12 $ 103

B4 EI1541 CO, LTD




Ill. Actual lease payments, reversal of allowance for loss on impairment of leased property, depreciation expense, interest

expense under finance leases and loss on impairment of leased property

Theousands of

Millions of yen U.5. dellars
2008 2005 2006
ACTLAL LBASE PAYMIENLS ... ittt ettt ekttt et et r et Rttt es e R ettt n ettt eee s ¥1,063 ¥947 $9,000
Reversal of allowance for loss on impairment of leased property ... 4 34
Depreciation 8XPENSE. ... i e e ettt e et eae e 995 899 8,504
fnterest expense UNder FINGNCE LBASES ... i ettt ettt b et enicen 68 34 581
LOSS on imMpairmMent 0f LEBSEO PrOPEITY ... it et et ettt ettt 146 137

Dapreciation expense for leased properties, which is not reflected in the accompanying statements of income, is camputed using

the straight-line method over the estimated useful lives of the leased properties.

Interest expense for leased properties, which is net reflected in the accompanying statements of income, is computed using the
interest method based on the differences between lotal lease payments and the respective acquisiticn cost of the assets which are

considered to be interest-bearing.

For the year ended March 31, 2006, the Group recorded a loss on impairment of ¥146 million [$137 thousand] on certain leased prop-
erty held under finance leases that do not transfer ownership and an allowance for loss on impairment of leased property, which is

included in Other long-term liabilities.

The minimum rental payments under noncancelable operating leases at March 31, 2006 and 2005 were as follows:

Thausands of

Millions of yen U.S. dallars

2004 2003 2006
DB WIENIN OB YBAT ...ttt ettt ettt e oo e et s s e e es oo et eb bt ess o€ SE b e eae e SA b bt eb st et e ne s Ee et gt b en e ¥1,239 ¥1,209 $10,590
(D8N =T Ty Y=< T T 3,150 2,735 26,923
¥4,389 ¥3,944 $37,513
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Note 13. Derivatives
The Group enters into foreign currency forward contracis to hedge foreign exchange risk associated with ceriain assets and liabilities
for export sales and contract research denominated in foreign currencies.

All derivative transactions are entered into ta hedge foreign currency exposures incorporated within its business. Accordingly,
market risk in these derivatives is basically offset by opposite movements in the value of hedged assets or liabilities. The Group does
not hold or issue derivatives for trading or speculative purposes.

Because the counterpartias to these derivatives are limited to major international financial institutions, the Group does not antici-
pate any losses arising from credit risk.

Derivative transactions entered into by the Group have been made within the ordinary course of business in accordance with inter-
nal policies which regulate the authorization.

The Group had the following derivatives contracts cutstanding at March 31, 2006 and 2005.

Millions of yen

2006 2005
Contract Fair Unrealized Contract Fair Unrealized
armaunt value gain [loss) amount value gan (loss]
Foreign currency forward contracts:
BUying JApanese YN ..o s ¥ 270 ¥ 275 ¥§ Y 173 ¥ 172 ¥ (1]
Selling U5, dollars ... 12,473 12,431 42 11,135 11.34% [214)
SELING BUPOS (.t t e e n 72 [}

Thousands of U.S. dollars

2006
Contract Fair Unrealized
armount value gain (loss)
Fereign currency forward contracts:
BUYING JBPANESE YBM ..ottt ettt et $ 2308 $ 2,351 $ 43
Selling U.S dellars ... T U TSRO 106,607 106,248 35%
SBUING BUMOS ovvvt e e e e 607 615 (8l

The contract amounts of derivatives which are shown in the above table do not represent the amounts exchanged by the parties
and do not measure the Group's exposure to credit risk.

Note 14. Accelerated Amortization Expenses of Intangible Assets

Accelerated amortizalion expenses of intangible assels were recognized as a result of review of the amortization period of the sales
rights of the anti-epileptic drug sold in the United States.

Note 15. Contingent Liabilities
At March 31, 2004, the Group had the following contingent liabilities:

Thousands of
Millions of yen U.S. dollars

Guarantees for employeas’ hoUSING LOBMS ... oottt ettt ¥119 $1.017
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Note 16. Segment Information
The Group operates in the following industries:

Pharmaceuticals, including prescription pharmaceuticals, consumer health care products and diagnostics; and Other, which

encompasses olher oparations, such as chemicals, food additives and pharmaceutical production machinery and eguipment.

la} Information about industry segments for the vears ended March 31, 20046 and 2005 was as follows:

Millions of yen

2006 2005
Elminations Ebminations
Pharmaceuticals Other lcorporate] Consclidated Pharmaceuticals Qther [corporate) Consolidated
|. Net sales and operating income
Net sales to cuslomers .................... ¥579,813 ¥21,440 ¥5601,253 ¥510,982 ¥22.030 ¥533,012
Intersegment sales...........oe 186 17,459 ¥ [17,645) 186 17,919 ¥ (18,105]

Total sales. ..o, 579.99% 38,899 [17,645) 601,253 511,168 39,949 {18,109] 533,012
Operating expenses ..., 481,622 36,534 112,608) 505,548 422,793 37,943 [14,531) 446,205
Operating inCome ..., ¥ 98,377 ¥ 2365 ¥ [5037] ¥ 95705 ¥ 88,375 ¥ 2.006 ¥ (3,574) ¥ 86.807

1l. Assets, depreciation and amortiza-

tion, loss on impairment of lang-lived

assets and capital expenditures
ASSEUS . ¥556,475 ¥26,17%  ¥164,578 ¥747,232 ¥486.533 ¥24.274  ¥151,904 ¥662,711
Depreciation and amortization.......... 24,140 637 265 25,042 21,503 626 267 22,446
Loss en impairment of

long-lived assets......nnn. 206 39 245

Capital expenditures.........c.ccoee. 35,901 598 525 37,024 48,088 783 108 48,979

Thousands of U.5. dollars

2004
Eliminations
Pharmaceuticals Cther [carporate] Cansolidated
I, Net sales and operating income
Net sales to CUSIOMErs ..o $4,955,667  $183,248 $5,138,915
intersegment sales 1,590 149,222 $ (150,812)

Total sales.......... 4,957,257 332,470 (150,812) 5,138,915
Operaling expenses 4,114,428 312,257 [107,761) 4,320,924
Operaling iNCOME ..., $ 840,829 % 20,213 % [(43,051) $ 817,91

Il. Assets, depreciation and amortiza-
tion, loss on impairment of long-lived
assets and capital expenditures
ASSRIS o $4,756,197  $223,752 $1,406,649 $6,386,598
Depreciation and amortization 206,325 5,444 2,265 214,034
Loss on impairment of
long-lived assets. ... e 1,761 333 2,094
Capital expendilures.........cccocovennn 306,846 5,111 4,487 316,444
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(6] Segment information by geographic area for the years ended March 31, 2004 and 2005 was as follows:

Millions of yen

2004
Narth Asia Eltiminations
Japan America Europe anc others [corporatel Censolidated
Net sales L0 CUSIOMEIS . oo e ¥285,059 ¥253,076 ¥45505 ¥17,613 ¥601,253
74,322 30,574 10,378 4 ¥(115,278)
359,381 283,650 55,883 17,617 (115,278) 601,253
285,217 261,163 51,247 14,834 (106,913} 505,548
¥ 74164 ¥ 22,487 ¥ 4,636 ¥ 2,783 ¥ (8,365) ¥ 95,705
¥431,473  ¥168,491  ¥39,927 ¥18,495 ¥ 88,B84b6 ¥747,232
Miltions of yen
2005
North Asia Eliminations
Japan America Europe and others lcorporatel Consolidated
Net 5318 10 CUSIOMIEIS ..ot e oo oo ¥268,268  ¥214,543  ¥38292  ¥11,909 ¥533.012
INLErSEgMENE SALES ..ot e e 65,907 20,657 7.888 23 ¥(94.,475)

TOLAL SALES.....oi e e 334175 235,200 44,180 11,932 [$4,475) 333,012
Operating expenses 259,769 223820 42,709 9,862 [8%.955) 446,205
Operating income ¥ 74406 ¥ 11280 ¥ 3471 ¥ 2070 ¥ (4,520 ¥ 84,807
ABERLS L i e e et et ¥399011  ¥i35873  ¥31912 ¥13,422 ¥ 82493 ¥662.711

Thousands of U.5. dollars
200&
Narth Asia Eliminations
Japan America Europe and others Icorporate| Consolidated
Net Sales 10 CUSIEMErS. i e $2,436,402 $2,163,043 $388,932 $150,538 $5,138,915
INters@gMEnt SaleS ..o 635,231 261,316 88,701 34 $(985,282]

TOtal 8al8S.....oo e e, 3,071,633 2,424,359 477,633 150,572 (985,282) 5,138,915
Operating BXPENSES ..o e, 2,437,753 2,232,142 438,009 126,786 (913,786) 4,320,924
OPerating iNCOME .. oo oo $ 633,880 $ 192,197 $ 39,624 $ 23,786 $ (7T1,496) $ 817.9%1
ABEBLS i e e e $3,687,803  $1,440,094 $341,256 $158,077 $ 759,368 $4,385,598
[c] Overseas sales for the years ended March 31, 2006 and 2005 were as follows:

Mitlions of yen
20046 2005
North Asia North Asia
America Eurape and athers Tatal America Europe and others Tatal
Overseas Sales ... ¥262,260  ¥61,718 ¥19,920 ¥343,898 ¥222,812  ¥51.211 ¥14,126  ¥Z2BB8 14T
Consolidated sales 601,253 533,012
Share of overseas sales 43.6% 10.3% 3.3% 57.2% 41.8% 9.6% 2.7% 54.1%
Thousands of U.S. dollars
2004
North Asia
America Europe and others Total
Overseas SalES i oo e $2,241,539 $527,504 $170,256 $2,939,299
Consolidated sales............ ... 5,138,915

58 EISAI CO., LTD




Note 17. Earnings per Share
Areconciliation of the differences between basic and diluted earnings per share {"EPS") tor the years ended March 31, 2006 and 2005
is as follows:

Thousands
Millions of yen of shares Yen U5 dollars
Weighted
Net income average shares EPS
For the year ended March 31, 2006:
Basic EPS:
Net incame available (o common shareholders. ... .o ¥63,411 285,817 ¥221.86 $1.90
Effect of dilutive securities:
ATTANES et Né
Diluted EPS:
Netincome for COMPULAtION ... i i e e e 63,411 286,133 221.61 1.89
For the year ended March 31, 2005:
Basic EP5S:
Net incorme available to common sharehalders. . e 55,505 287.007 193.39
Effect of dilutive secunties:
Warrants............... T PSP O PSSR 85
Dituted EPS:
Netl incorme for COmMPULBLION. ... e e et e 55,505 287,092 193.34

Note 18. Subsequent Events

la) Appropriations of retained earnings

The following apprepriations of retained earnings for the year ended March 31, 2006 were resolved by the Company's Board of
Directors on May 16, 2006:

Thousands of
Miltions of yen U.S. dollars

Year-end cash dividends {¥50.00 [$0.43) Pr SHAr@] ... e e e ¥14,294 412217

{b] Stock option plan
The fellowing stock option plan of the Company was resolved at the General Sharehelders’ Meeting and the subsequent Company's
Board of Directors, both held on June 23, 2006. The Company's Board cf Directors” members, executive officers and selectad employ-
ees were granted options for 2,540 new subscription rights.

These subscription rights will be issued on July 10, 2006, and can be exercised from July 10, 2008 to June 23, 2014.

The number of shares te be issued by the exercise of each subscription right shall be 100 shares.
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Independeﬁt Auditors’ Report

D I I tt
e o I e [ ] Deloitte Touche Tohmatsu

M5 Shibaura Building
4-13-23, Shibaura
Minato-ku, Tokyo 108-8530
Japan

Tel: +81(3)3457 7321
fax: +81(3)3457 1694
www.deloitte.com/jp

INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Eisat Co., Ltd.:

We have audited the accompanying consclidated balance sheets of Eisai Co., Ltd. (the "Company")
and subsidiaries as of March 31, 2006 and 2005, and the related consolidated statements of
income, shareholders' equity, and cash flows for the years then ended, all expressed in Japanese
yen. These consolidated financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our eopinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Eisai Co., Ltd. and subsidiaries as of March
31, 2006 and 2003, and the consolidated results of their operations and their cash flows for the
years then ended in conformity with accounting principles generally accepted in Japan.

As discussed in Note 2 to the consolidated financial statements, Eisai Co., Ltd. and subsidiaries
adopted the new accounting standard for impairment of fixed assets as of April 1, 2005.

Cur audits also comprehended the translation of Japanese yen amounts into U.5. dollar amounts
and, in our opinion, such translation has been made in conformity with the basis stated in

Note 1. Such US. dollar amounts are presented solely for the convenience of readers outside
Japan.

Wotittn_ Lonik JohmaZor

Member of
Deloitte Touche Tohmatsu
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Corporate Information

Intellectual Property, Risk Factors

Protection and Reinforcement of Intellectual Property

The legal protecticn and effective utilization of products and tech-
nolegies developed by Eisai are essential for the sustained growth
and advancement of the Cempany. Therefore, we pursue a number of
strategic intellectual property activities and strategies related to the
Company’s product portfolio and R&D operations.

1. Intellectual Property Activities

The Intellectual Property Department conducts activities worldwide
relaling to patents, trademarks, designs, and copyrights while work-
ing clesely with persons responsible for intellectuat property at Eisai's
overseas research facilities. The filing of patent applications and prier
art searches is carried out through close collaboration between busi-
ness divisions and research labs. Furthermore. the Intellectual
Property Department suppoerts the Company's R&D activities by coop-
erating closely with Eisai R&D Management Cempany, which man-
ages Eisai's global R&D, and also cooperales with companies within
the Eisai network. In addition, when Eisai introduces the aforemen-
ticned technologies and promising new candidate coempounds, it
cooperates with relevant organizations and emphasizes the steadfast
protection of patent rights and compliance with relevant laws and reg-

ulations.

2. R&D and IP Strategies

Prescription pharmaceuticals account for most of Eisar’s total sales,
and discovery research is essential for such ethical drug discovery. In
the area of discovery research of medicinal drugs, Eisai sirategically
files patent applications for inventions, such as genes, proteins,
screening methods, and candidate compounds, and by aggressively
protecting research results and technologies, it supports the
Company's R&D activilies. With respecl to promising compounds dis-
covered as a result of discovery research, the Intellectual Property
Department works closely with the Research Division and aggressive-
ly files patents and focuses on abtaining these rights so that launched
drugs are adequately protected. With respect to development-stage
and launched drugs, in order to maxirnize the potential efficacy and
increase the beneiit to patients, we also pursue new formulations,
new medical uses, and new administration routes and file applications
to secure patent rights for those achievements as well.

3. Contributions to Licensing-Related Activities
Rather than simply looking to third-party ticensing fees on patents as
a revenue source, we strive to create a strong patent portfotio that will

coniribute to our business success.

4, Number of Registered Patents

To protect the results of our R&D, we aggressively file patent applica-
tions, and, in line with the continuing globalization of our pharmaceu-
tical business, the number of applications filed abroad is increasing
dramatically as is the number of countries in which those patent
applications are filed. We carefully evaluate the strategic importance
of each patent applicaticn and determine whether to file it abroad and,

if so, how many and in which country to file it.

5. Trademarks

Eisai develops product names for all pharmaceuticals that are backed
by patients, protects those names with trademarks, and implements
brand strategies throughout the world in collaboration with the
Marketing Division.

Risk Factors

This section describes risk factors that could have a major impact on
the Eisai Group’'s consolidated results or on investor decisions. The
potential risks mentioned below are based on our assessments and

predictions as of June 23, 2004.

1. Risks Related to Overseas Operations

The Company deploys production/sales activities with Aricept® and
AcipHex®/Pariet® as main products in countries including Japan, Lhe
United States and those in Europe and Asia. However, there is no
guarantee that we can enlirely avoid such risks as legal restrictions
and political uncertainty in development of global business activities.
When we face such risks, the originally expected sales amounts in

said countries may not be able lo be achieved.

2. Uncertainty of New Drug Development

Development of a drug candidale substance may be discontinued
because of questions of effectiveness and/or safety. Even if clinical tri-
als yield favorable results, approval may not be obtained because of a
change in standards implemented during the development of the
preduct. As a result of the discontinuation of new drug development
for such reascns, the expecled profits may not be achieved.

3. Risks in Alliances with Other Companies

The Company maintains comprehensive business ties with other com-
panies for our main products Aricept® and AcipHex®/Pariet®. We
obtain promotional assistance from business partners to cover the
entire market and maximize product sales in such major countries as
the United States and those in Europe. If good relationships with these
companies become untenable, our sales may decrease and have a
significant influence on the business resulis. Furthermore, expected
profits may not be achieved because of uncertainties associated with

such activities as product purchasing/introduction.
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4. Medical Cost Containment

In Japan, prices of ethical drugs are usually reduced every two years
in ar effort to contral medical expenses. As pressure to decrease
pharmaceutical product prices is increasing each year in countries
including the United States and those in Europe and Asia, it is one of
the factors that could lead to a drop in sales.

5. Competitions and Lawsuits with Generic Products

A patent for an original drug has a time limit. Usually, generic prod-
ucts can be launched after the expiration of the patent for the original
drug. As a resull of the launch of such generic drugs without develop-
ment risk at lower prices, market share can be decreased. Further-
more, there are countries like the United States where an application
for a generic product is permitted in certain instances, even during
the patent term. As fer our own products, applications for generic ver-
sions of Aricept® and AcipHex®/Pariet® have been filed in the United
States under the Hatch-Waxman Act. Althcugh we have filed patent
infringement suils against such generic manutacturers. the results of

the generic filings may have a great impact on our business results.

4. Risks Related to Intellectual Property

The rejection of a patent application, trial for invalidation of an issued
patent, or failure to protect the obtained patent property could lead te
the market entry of competilors earlier than expected, which may
decrease our sales.

7. Risks of Expression of Side Effects

If a product is found to have any serious side effect, we may take such
measures as discontinuing the prescription and recall of the product.

Such an event could lead to an increase in costs to collect and provide
information an the expressed side effecls and the recall of the prod-

uct,

8. Risks Regarding Regulations

As the pharmaceutical business is subject to various controls, includ-
ing pharmaceutical regulations and product tizbility, the enactment of
a law or a change in the regulations may have a great impact on our
business results. If a product is net compliant with the regulations,
product recall, cancellatien of approval and license, or the filing of
liability claims is possible.

9. Risks Related to Lawsuits

Resuits of pending or future lawsuits may have a significant effect on
our business results. The pricing of and sales promotion activities for
bulk synthetic smaller-scale vitamin E products are the subjects of a
lawsuit in the Company.
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10. Shutdown or Closedown of a Plant

Itis possible to have to shut down or close down a plant due to techni-
cal or regulatory problems, supply interruption of raw materials, and
fire, earthquakes and other disasters. In such cases, the provision of
products will be disturbed, which may lead Lo a significant influence

on our business results.

11. Risks Concerning the Safety of Utilized Raw Materials
If there is any concern regarding the safety of utilized raw materials,
we will not only change the materials but recall and stop selling the

product, which may have a great influence on our business results.

12. Risks Associated with Outsourcing

The Company is outsourcing some parts of its operations, such as
research and production, te other companies. When the provision of
commissioned business to the Company is disturbed due to a shut-
down of any of the subcontractors for some reason, there may be an
influence on our business results.

13. Environmental Risks

If any of our own business premises is considered to be a cause of
environmental pollution, {egal actions including closure of the unitin
question may be taken. Furthermore, the costs incurred due to the
assumption of compensalion liability for the surrounding area and
remediation of the environment may greatly affect our business

results.

t4, Risks Concerning 1T Security and Information Management

Since the Company makes full use of various IT systems for business,
cur operations can be disturbed by such external factors as inefficient
systemms and computer viruses. In addition, we are in possession of
much infgrmation containing personal data. If such data shauld leak
lo parties outside the Company by accident, there may be a consider-
able effect on our business results in consequence of the significant
impairment of the Company’s credibility.

15, Risks Reiated to the Financial Market and Foreign Exchange

As the Company holds marketable stocks, losses on the sale and
evaluation of shares can be caused by stagnaticn in the stack market.
In addition, an increased retirement benefits obligation in accordance
with financial movements may have an influence on our business
results. Furthermore, as foreign currencies account for half of con-
solidated net sales. foreign exchange fluctuations exert an effect an
the conversion of sales of consolidated subsidiaries into yen. Foreign
exchange fluctuations may alsc impact business results with regard

to export and import transactions.
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Corporate History

2004

2002

2|D 01

o
1998

D

Prialt® launched

The plan to establish stratenic
European base in the Uniled
Kingdom anncunced

Zonegran® taunched in the United
Kingdom and Germany

Marketing subsidiary established in
Switzerland

Marketing subsidiary established in
Italy

Marketing subsidiary established in
Sweden

Eisai Ltd. [Helding Companyl
astablished in the United Kingdom

Eisai 5.A.S. in France acguires all
shares of BIODIM S AS.

Subsidiary Eisai Farmaceutica,
$.A, established in Spain

Aricept® launched in France

" Pariet® launched in the United
' Kingdom and Germany

1997

1996,

1995.

1992
19%0
1989

1988

Aricept® launchead in the United
Kingdem and Germany

Prescription pharmaceutical sales
companies established in Germany
and France

Prescription pharmaceutical sales
company established in lhe United
Kingdom

Eisai Lendon Research
Laboratories, Ltd., completed

Eisai London Research
Laboratories, Ltd., established

Subsidiaries eslablished in
Germany

Subsidiaries established in the
United Kingdom

205
2004

t
2000

19991
1997

1995
1992
1989
1988
1987

1781

Fragmin® launched

Ersai acquires and begins to mar-
ket Zonegran® from Elan
Pharmaceuticals, Inc., and Elan
Pharma International Limited

Eisai Inc. assumes the U.S. distri-
bution responsibilities for
AcipHex®

Eisai Inc. assumes the U.S. distri-
bution responsibilities lor Aricept®

Eisai Inc. promotes Plizer's
Cerebyx®

Eisai separates the clinical devel-
opment functions of Eisai Inc, in the
United Stales into a separate sub-
sidiary company, Eisai Medical
Research In¢.

Caring to Help Others {caregiver

training manuall published/distrib-
uted

AcipHex® launched
Aricept® launched

Construction of process research
facility completed

Construction of facilities for drug
formulation research and pharma-
ceutical production compleled

Prescription pharmaceutical sales
company established

Administrative company estab-
lished

Eisai Research Institute af Bostan
Inc. completed

Clinicat research company estab-
lished

Eisai Research Institute of Boston
Inc. established

Eisai Machinery U.S.A. Inc., a chem-
ical and pharmaceutical machinery
sales company, established

2003
ZPDZ
i

2001

2000

1999

1997
1995

1993

1991

1990

1988

1982

1981

1966

1961

1955

1944

1941

1936

Spin-off of R&D Division's manage-
ment functions

Spin-off of Machinery Division

"Company with Committees
System” is adopted

Eisai splits ofl its Food Additives
and Chemicals Division into a newly
incorporated subsidiary

Eisai transfers veterinary and live-
stock feed products business to
Meiji Seika Kaisha, Ltd.

The number of shares constituting
one unit reduced from 1,000 to 100
shares

Special R&D incentive system
introduced

Sunplanet Co.. Ltd.. established

The Company's first Enviranmental
and Social Report released

Managerial structure reform
implamented

Kawashima Plant receives
150 14001 certification

Aricept® launched
Pariet® launched

Eisai website opened
[hutp:/fwww eisai co jp/index-e_html)

human health care fhhel corporate
message enunciated

First consolidated accounting
slatement results announced

Sanko Junyaku Co., Ltd., becemes
a subsidiary

Yuji Naito becomes Eisal's
chairman, and Haruo Naito
assumes the post of president

Construction of the Tsukuba
Research Laboratories completed
[Ibaraki Prefecturel

Operations commenced at the
Misato Plant [Saitama Prefecture)

Operations commenced at the
Kawashima Piant [Gifu Prefecture]

Founder Toyojs Naito becomes
Eisai's chairman, and Yuji Naito
succeeds as president

Eisai listed on the First sections aof
the Tokyo Stock Exchange and
the Usaks Securities Exchange

Company name changed to
Fisai Co., Ltd.

Sakuragaoka Research Laboratory
and Nihon Eisai Co., Ltd., merge
under the name of the latter

MNihon Eisai Co., Ltd., established in
Honjo-machi, Saitarma Prefecture

Toyoji Maito establishes a limited part-
nership called Sakurananka Research
Laboratory, Eisai's predecessor

Markating subsidiary established in
Singapore

Marketing subsidiary established

in India

Sales of Pariet® begin in Taiwan,
Indonesia, and Malaysia

Pariet® launched in Thailand

Aricept® launched in Hong Kong
and Thailand

Suzhou Factory completed in China

Prescription pharmaceutical sales
company established in South
Korea

Prescription pharmaceutical man-
ufacturing and sales company
established in China

Prescription sales suppart compa-

' ny eslablished in Taiwan

1989

1967

1979

1974

1972

1970

Prescription pharmaceutical sales
support company established in
Hong Kong

Prescription pharmaceutical man-
ufacturing and sales company
established in China

Prescription pharmaceutical sales
cempany set up in Thailand

Prescription pharmaceutical sales
support company established in
Taiwan

Bogor Factory completed in
Indonesia

Prascription pharmaceutical sales
support and management services
company established in Singapore

Prescription pharmaceutical sales
cormpanies set up in Malaysia and
the Philippines

Tainan Factery completed in
Taiwan

Prescription pharmaceutical man-
ufacturing and sales company
established in Indonesia
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Japan and Overseas Operations

OMajor Overseas Subsidiaries
North America

@ Eisai Corparation of North America
Glenpointe Centre West, 5th Floor

500 Frank W. Burr Boulevard

Teaneck, New Jersey 07666, U.S.A.
TEL: 1-201-6%92-1100

FAX: 1-201-692-1804

@ Eisai Research Institute of Beston Inc.
4 Corporate Drive Andover
Massachusetts 1810, 1.5 A,

TEL: 1-978-794-1117

FAX: 1-978-689-0543

O Eisai Machinery U.S.A. Inc.
[Machinery Division]
3 University Plaza, Hackensack
New Jersey 07601-6208, U.S A
TEL:1-201-287-2111
FAX: 1-201-692-1972
O EisaiInc.
Glenpainte Centre West, 5th Floor
500 Frank W. Burr Boulevard
Teaneck, New Jersey 074666, US.A
TEL: 1-201-692-1100
FAX: 1-201-492- 1804
O RTP Campus
900 Davis Drive, P.0. Box 14505
RTP, North Carolina 27709, U.S A,
TEL: 1-919-941-8920
FAX: 1-919-241-4931
@ Eisai Medical Research Inc.
55 Challenger Rozd, Ridgefield Park
MNew Jersey 074640-2104, U S A
TEL: 1-201-403-2500
FAX: 1-201-462-9351

Europe

@ Eisai Europe Ltd.
Hammersmith International Centre

3 Shortlands, 2nd Floor, London W6 BEE. U K.

TEL: 44-20-8400-1400
FAX: 44-20-8600-7300

@ Eisai London Research Laboratories, Ltd.

Bernard Katz Building

University College London

Gower Street, London WC1E BT, U.K.
TEL: 44-20-7388-4744

FAX: 44-20-7413-1121

© Eisai Ltd,
Hammersmith International Centre

3 Shortlands, 2nd Floor, London Wé 8EE, U K.

TEL: 44-20-8400-1400
FAX: 44-20-8600-1482

@ Eisai GmbH

Lyoner Strasse 36

D-60528 Frankfurt am Main, Germany
TEL: 49-69-665850

FAX: 49-69-6658585

@ Eisai Machinery GmbH

Mathias Brueggen Strasse 142

D-50829 Koeln, Germany

TEL: 49-221-9564590

FAX: 49-221-9564599

® Eisai 5.A5,

Tour Manhattan, 5-4 Place de l'lris
92095 Paris La Défense 2 Cedex, France
TEL: 33-1-47470005

FAX: 33-1-474670015
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® Eisai B.v,

Strawinskylaan 909, 1077 XX
Arnsterdam, The Netherlands
TEL: 31-20-575-3340

FAX: 31-20-575-3341

& Eisai Farmaceutica 5.A.

C/Arturo Soria 336, 3 Planta

28033 Madrid, Spain

TEL 34-91-455-34585

FAX: 34-91-721-0504

® Eisai S.r.l.

Via dell Unione Europea 6, 7th Floor
20097 San Donato Milanese [MI), ltaly
TEL: 39-02-518-14M

FaX: 39-02-518-14020

(@ Eisai Pharma AG

Schaffhauserstrasse 611, 8052 Zurich, Switzerland
TEL: 41-44-306-1212

FAX: 41-44-306-1280

(D Eisai AB

Svardvagen 34, Danderyd, P.O. Box 573

11479 Stockholm, Sweden

TEL: 46-8-501-01-600

FAX: 46-8~501-01-499

Asia

® P.T. Eisai Indanesia

Ralu Plaza Office Tower, 11th Floor

JL Jend. Sudirman 9, Jakarta 10270, lndenesia

TEL: 62-21-571-3304

FAX: 62-21-571-3305

© Bogor Factory

Desa Karang Asern Barat, Kecamatan Citeureup,
Kabupaten Bogor Jawa-Barat 16001, Indonesta
TEL: 62-21-875-3202
FAX. 62-21-876-4886

@ Eisai Asia Regional Services Pte. Lid.

€ Eisai [Singapore) Pte. Ltd.
152 Beach Road No.12-08
Gateway East, Singapore 189721
TEL: 65-6296-6977

FAX: 65-6292-2185

@ Eisai [Malaysia) Sdn. Bhd.
Lot &.1. 4th Floor, Menara Lien Hoe
No. 8, Persiaran Tropicana
47410 Petaling Jaya, Malaysia
TEL: 60-3-7803-9094

FaX: 60-3-7803-0060

/_/‘/(’ \’?;k ,\‘-/
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@ Eisai (Thailand) Marketing Co., Ltd. w2
éth Floor, Diethelm Tower A

93/1 Wireless Road, Bangkok 10330, Thailand

TEL: 66-2-256-62%6

FAX: 66-2-256-629%

€9 HI-Eisai Pharmaceutical Inc.

20th Floor, Multinational Bancorporation Centre
6805 Ayala Avenue, 1226 Makati City, Philippines
TEL: 63-2-887-1047

FAX: 63-2-887-5172

@ Eisai [Hong Keng) Co., Ltd.
Room 2008, Fortress Tower
250 King's Road, North Point
Hong Kong, China
TEL: 852-2516-6128
FAX. 8B52-2561-5042
€ Eisai Korea Inc.
#1201, 12F City Air Tawer 15%-9
Samsung-Dong, Kangnam-ku
Seoul 135-973, Republic of Korea
TEL: 82-2-3451-5500
FAX: B2-2-3451-559%
@ Eisai Taiwan Inc.
9th Flogr, No. 18, Chang An E. Read, Sec. 1
Taipei, Tawan
TEL: 884-2-2-531-4175
FAX: 886-2-2-531-0063
@ Tainan Factory
No. 54, Gong-Yeh West Road, Guan Tyan Hsiang,
Tainan Hsien, Taiwan
TEL: 886-4-698-5180
FAX: BB6-4-698-7539

@) Eisai China Inc.
20th Floor, Plaza 66, 1266, Nanjing Xi
Road, Shanghai, 200040 China
TEL: 84-21-6288-3118
FAX: B46-21-6288-3128
@ Suzhou Factary
Eal Yu Road #32 Suzhou Industrial Park Suzhou,
Jiangsu Province, 215021 China
TEL: 86-512-4761-3211
FAX: B6-512-4761-8640
€ Eisal Pharmaceuticals India, Pte. Ltd.
1st Fleor, B-Wing, Marwah Centre
Krishanlal Marwah Marg, Andheri [East]
Mumbai 400072, India
TEL: 91-22-2857-9740
FAX: 91-22-2857-9720




HHead Office, Communication Offices,
Production Facilities, and Research
Laboratories

@ Head Office

4-5-10, Koishikawa, Bunkyo-ku
Takyo 112-8088, Japan

TEL: 81-3-3817-3700

Communication Offices
Sapporo Communication Office
4-3-1, Sakaedori, Shiroishi-ku
Sapporo-shi, Hokkaido 003-0021
TEL: 81-11-851-6171

FAX: 81-11-853-3523

Sendai Communication Office

26-3, Aza-Tatsuzawa, Goroku, Aoba-ku
Sendai-shi, Miyagi 98%9-3121

TEL: 81-22-226-2111

FAX: 81-22-224-1730

Tokyo Communication Office
Kiriyama Building, 5-5-5, Koishikawa
Bunkyc-ku, Takyo 112-8088

TEL: 81-3-3817-5285

FAX: 81-3-3811-5202

Nageoya Communication Qffice
2-13-23, lzumi Higashi-ku
Nagoya-shi, Aichi 441-0001
TEL: B1-52-931-1331

FAX: 81-52-932-5547

Osaka Communication Office

10th Floer, Nakanoshima Mitsui Building
3-3-3, Nakanoshima, Kita-ku

Osaka-shi, Osaka 530-0005

TEL- 81-6-6448-9001

FaxX: B1-6-6448-5011

Hireshima Communication Office
7-22, Naka-machi

Maka-ku, Hireshima-shi
Hiroshima 730-0037

TEL- B1-B2-244-1212

FAX: B1-8B2-244-6853

Fukuoka Communication Dffice
2-26-1, Mizuki, Dazaifu-shi
Fukuoka 818-0131

TEL: 81-92-924-1112

Fax: 81-92-925-3879
Production Facilities

Misato Plant

950, Oaza-Hiroki, Misato-machi
Kodama-gun. Saitama 367-0198
TEL: B1-490-74-3111

FAX: 81-495-76- 1841

Kawashima Industrial Comptex
1, Takehaya-machi, Kawashima
Kakamigahara-shi, Gifu 501-6195
TEL: 81-5846-89-3115

FAX: 81-586-89-3848

Kashirma Plant

22, Sunayama, Kamisu-shi
Kashima-gun, baraki 314-0255
TEL: 81-479-46-11535

FAX: 81-479-46-1095

Research Laboratory

Tsukuba Research Laboratories
5-1-3, Tokodai, Tsukuba-shi
Ibaraki 300-24635

TEL: 81-29-847-5900

FAX: B1-29-847-8489

HEMajor Domestic Subsidiaries

Sankoe Junyaku Co., Ltd.

1-10-4, twamoin-cho, Chiyoda-ku
Tokyo 101-0032

TEL: 81-3-3865-4311

FAX: B1-3-3864-5644

Sannova Co,, Ltd.

3038-2, Serada-cha, Ota-shi
Gunma 370-0424

TEL: 81-2746-52-3511

FAX: 81-276-52-1341

Elmed Eisai Co., Ltd.
3-23-5, Higashi-lkebukurn
Toshima-ku, Tokyo 170-0013
TEL: 81-3-3980-6633

FAX. 81-3-3980-6634

KAN Research Institute, Inc.

3rd Floor, Kobe MI R&D Center

4-7-3, Minatojima-minamimachi, Chuo-ku
Kobe-shi, Hyogo 650-0047

TEL: 81-78-306-59210

FAX: 81-78-306-5920

Eisai Distribution Co., Ltd.
303%-1, Aza-Daichido, liyama
Atsugi-shi, Kanagawa 243-0213
TEL: B1-46-248-2655

FAX: 81-46-248-5909

Clinical Supply Co,, Lid.

3, Takehaya-machi, Kawashima
Kakamigahara-shi, Gifu 501-6024
TEL: 81-586-87-2711

FAX: 81-5B86-89-3225

Sunplanet Co,, Ltd,

3-5-10, Otsuka, Bunkyo-ku
Tokyo 112-0012

TEL: 81-3-5978-1941

FAX: 81-3-5978-1970

Eisai Seikaken Co., Ltd.
4-8-13, Mongo, Bunkyo-ku
Tokyo 113-0033

TEL: 81-3-5487-4440
FAX: 81-3-5689-6464

Palma Bee'Z Research Institute Co., Ltd.
1-12. Minarmi-Watarida-che
Kawasaki-ku, Kawasaki-shi

Kanagawa 210-0855

TEL: 81-44-32%-1351

FAX: B1-44-366-2747

Bracco-Eisai Co., Ltd.
3-11-6, Otsuka, Bunkyo-ku
Tokyo 112-0012

TEL: 81-3-5319-3381

FAX: 81-3-5319-3387

Eisai Food & Chemicals Co., Ltd.
2-13-10, Nihenbashi, Chuo-ku
Tokyo 103-0027

TEL: 81-3-3548-3540

FAX: 81-3-3273-2084

Eisai Machinery Co., Ltd.
3-5-10, Otsuka, Bunkyo-ku
Tokyo 112-0012

TEL: 03-5319-2202

FAX: 03-3942-2730

Eisai R&D Management Co., Ltd.
4-6-10, Koishikawa, Bunkyo-ku
Tokyo 112-8088

TEL: 03-3817-3458

FAX: 03-3815-6702
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Major Products

Prescription Pharmaceuticals

Aricept Alzheimer's type dementia Coretec Agent for acute heart PfoHance Nenionic contrast medium
treatmant failure for MRl use
Actonel Osteoporosis treatment Selbex Gastritis/gastric ulcer Maxalt 5-HT 3.0 receptor agonist
Azeptin Antizllergic agent treatment for migraine treatment
lomeren Non-ionic contrast medium Tambocor Agent for tachyarrhythmia Myonal Muscle relaxant
Glakay Osteoporosis treatment Detantol R Once a day -1 blocking Methycobal Peripheral neuropathy
antihypertensive agent treatment
Glucagon G Nove Genetically engineered
. Nitorol-R Leng-acting isosorbide Warfarin Warfarin potassium tablets
glucagon preparation
dinitrate preparation
Cleactor Thrombolytic agent
AcipHex/Pariet  Proton pump inhibitor
Consumer Health Care Products
Saclon For restoration of damaged Selbelle Faor stomach heaviness, Chocola CC Vitamin C preparation with
stomach mucosa and acid TABLETS heartburn, overeating White L-cysteine, natural vitamin
neutralization Chocola BB Plus Vitamin B, supplement for E. and vitamin B,
Sahne Cream Medicated skin care cream alleviation of stomatitis Travelmin Motion sickness remedy
Sahne White  Prevents skin blemishes and dermatitis Nabolin § Mecobalamin factivated
and moisturizes skin Chocola BB Pure Active type vitamin B, vitamin B,,) preparation
Seabond Denture adhesive preparation with vitamins Breathe Right Nasal strips
B. B,andC
Skainar § Medication for rhinitis ] . ‘ Ubiten S Ubidecarenone [coenzyme
TABLETS for Chocola BB Vitamin B, drink for allevia- Qul preparation
Rhinitis Drink i tion of skin roughness
Juvelux 300 Natural vitamin E prepara-
Chocola BB Light Vitamin 8, preparation fion
drink
Diagnostic Products
Albusure For detection of micro- Eitest PIVKA-II  For determination of abnor- Picolumi CA.RF  For determination of anti-

albumin

Eitest CA.RF For determination of antj-

galactosyl IgG antibodies

Eitest IgGRF For determination of IgG
rheumatoid factor
Eitest KL-6 For determination of

sialylated carbohydrate
antigen KL-6
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Clinisearch
CA.RF

Lumipulse
PIVKA-II Eisai

Thrombotest
Owren

mal prothrombin [PIVKA-11]

For detection of anti-
galactosyl lgG antibodies

For determinatian of abnor-
mal prothrambin [PIVKA-1i]

For monitoring blood

coagulation activity

Picolumi KL-6

Picolumi
PIVKA-1I

Hepaplastintest

galactosyl 1gG antibodies

For determination of siaty-
lated carbohydrate antigen
KL-6

For determination of abnor-

mal prothrambin [PIVKA-1]

For monitering liver func-
tions and blood coagulation

activities




c

Organization Chart

As of June 24, 2006
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Board of

|
1
|
|
i
1

Directors
Secretariat ‘]

—l Executive Office Section

+—l Corparate Strategy Section

— Transformation Department

—l Global HRM Strategy Section

—l Knowledge Creation Department

Business Development
Department

Vitamin E Information &
Technology Section

— Intellectual Property Department

Corporate Internal Control
Department

Corporate Ethics Compliance
Department

Asia, Oceania and Middle
East Business Headquarters

Corporate Regulatory
Compliance, Quality Assurance
Headquarters {CRC & Qa)

Consumer Health Product
Division ([C.H.P.O.]

Shareholders’ | | Board of President | | Executive
Meeting Directors [ & CEO Committee
Nominating
Committee
| _|Compensation
Committee
: Managemem'
L | Audit JA di
Committee udit
Department

—1 Legal Department

Carporate Management Planning
Department

—lAccounting & Tax Department

—l Finance Department

Japan Subsidiartes Management
Department

Corporate Information Systermns
Planning Department

— Human Resources Department
Corporate Communications
Department

—0 Investor Relations Department

0 General Affairs Department

—J Envirenment & Safety Departmant

{ Prescription Drug Division
(P.D.D.}

Research Headquarters
of Japan

—I Discovery & Development

H Clinical Research Center

Production & Logistics
Headquarters
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Corporate Data

As of March 31, 2006

Year Founded: 1941
Corporate Name: Eisai Co., Ltd.

Corporate Address and
Telephone Number: 4-6-10, Koishikawa, Bunkyo-ku, Tokyo 112-8088, Japan
Tel: 81-3-3817-3700

Annual Meeting: The annual shareholders’ meeting of Eisai Co., Ltd., is held in June.

Stock Exchange Listings: Eisai common stock is listed on the Tokyo Stock Exchange and the
Osaka Securities Exchange.

Securities Code Number: 4523

Independent Public

Accountants: Deloitle Touche Tohmatsu (by Tohmatsu & Co., the Japanese
member firm of Deloitte Touche Tohmatsu Internationall
MS Shibaura Bldg., 4-13-23, Shibaura,
Minato-ku, Tekyo 108-8530, Japan

Paid-in Capital: Y44, 985 million

Number of Shares
Qutstanding: 296,566,949

Number of Shareholders: 30,019
Transfer Agent: Mitsubishi UFJ Trust and Banking Corporation

Depaositary for Eisai
American Depositary
Receipts: JPMorgan Chase Bank, N.A.
4 New York Plaza, New York, NY 10004, U.S.A.

ADR Ticker Symbol: ESALY

Newspaper for
Public Notice: Available online at http:/fwww eisai.co.jp/fr/index. html. However, if
circumstances so dictate, it will be published in the Nihan Keizai
Shimbun

cbrporateiﬂission

We give first thought to patients and their families, and to increasing the
benefits health care provides. '

Corporate bbjective

A human health care company capable of making a meaningfut contribu-
tion under any health care system while observing the highest legal and
ethical standards in business activities

For further information:

Corporate Communications Department, Investor Relations Department
Eisai Co., Ltd,

4-6-10, Keishikawa, Bunkyo-ku, Tokyo 112-8088, Japan

Tet: 81-3-3817-5120 Fax: 81-3-3811-3077

http:/fwww.eisai.co.jp/index-e.html
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